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CONDITIONS IN THE CATTLE INDUSTRY 


In a study of the trust problem the packing industry affords 
more suggestive material than is to be found elsewhere. The 
conditions in the meat trade also vitally affect more people than 
those in any other industry, and the extent of the interest felt by 
great numbers in the price of cattle, the price of meat, and the 
conditions under which the business is carried on is greater than 
is the interest in oil, sugar, or any other monopolized commodity. 
The meat bill is measured in dollars where the oil bill is measured 
in cents. 

The same facts which make the packing industry one which 
could throw so much light on the trust question make it difficult 
to secure the light. Where raw sugar or crude oil comes from 
one plantation or a dozen wells, cattle come from a thousand 
hills, and no one is compelled to count them and furnish us the 
record of their numbers. In the census of 1900 we are told that 
the cattle have decreased in numbers by five million in a decade. 
As population increased during this period by eleven million and 
export trade in meats grew rapidly, how could a higher level of 
prices for cattle be avoided? The time seemed to be at hand when 
the law of diminishing returns would operate. Overstocked 
ranges had caused great loss and failure. Increase in demand for 
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other products had so raised the price of lands throughout the 
corn belt that cattle could no longer be profitably grown there. 
The extremely high prices paid for cattle in 1902 seemed to con- 
firm this conclusion, and the great profits which that year brought 
to ranchmen and farmers who had fat cattle ready to market at 
$7-9 per cwt. led cattle-feeders everywhere to enlarge their 
operations and induced hundreds of men who had never fed cattle 
to embark in the business. 

In most instances the enlarged scale of operations was made 
possible by the free extension of credit. The commission firm 
that can sell a farmer a drove of cattle from the range to be fed 
from three to six months can get the farmer’s note for the entire 
purchase price discounted by the banker who deals in live-stock 
paper, and ordinarily such paper is a safe investment. If the 
farmer buys thrifty cattle to consume the products of his farm, 
even if the price of cattle should decline somewhat, the cattle will 
increase in weight more than enough to make them bring as 
much when they are returned for slaughter as they did when they 
were shipped out to the feed lots. For the past two years, how- 
ever, this ordinary condition of the business has been so much 
disturbed that ranchman, feeder, commission man, and banker 
have lost enormous sums of money. With one accord they turn 
against the packer and charge the packing-house combine with 
manipulating the cattle market to such an extent as to leave no 
profits for anyone but the packer. This is a most serious charge 
and deserves the closest investigation, both because of the magni- 
tude of the interests involved—the ranchmen, farmers, and 
commission men who are vitally interested in this question are 
numbered literally by the millions—and because of the light 
which this case can throw on the general trust problem. If it be 
possible for a combination to get sufficient control of the cattle 
trade to enable it to dictate the prices at which a million farmers 
shall sell their cattle, then what industry is there which cannot be 
controlled ? 

The task of securing a monopoly of any commodity is not 
necessarily more difficult when there are a million sources of 
supply than when there are but one hundred. [If all sellers can be 
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compelled to go to one buyer, it may be easier to deal with a 
million than with a thousand, because a counter-combination of 
the sellers is more difficult. But when the seller can use part of 
his own products instead of selling them, monopolization becomes 
increasingly difficult in proportion to the increase of the number 
of sellers whom it is necessary to control. Not only can the 
farmer eat his own beef, but he can sell it direct to his neighbors 
instead of shipping it to Chicago, paying the railroad a heavy’ 
freight for carrying the live cattle, paying the commission man 
toll for selling them, paying the workmen in the yards union 
wages for slaughtering them, paying the railroad another freight 
for bringing the dressed beef back for consumption by the farmer 
or his neighbors. Surely the monopoly profit which the packer 
can get out of a business in which anyone can engage with no 
capital and little skill is closely limited; or, if such a business can 
be and is profitably monopolized, the hope for a continuation of 
the competitive régime is an “iridescent dream.” 

Perhaps this is not a fair statement of the case; certainly it is 
not a complete statement. It leaves out of account that great 
part of the cattle which is consumed in industrial centers so 
remote from the farms that direct trade between producer and 
consumer is impossible. While it is true that many farmers 
butcher their own cattle and local butchers in almost every town 
are in active competition with the packers for the cattle which the 
farmer has to sell, the proportion of cattle which comes to the 
central markets, is there converted into beef, and is sent back to 
the country towns for consumption is increasing. The law of 
substitution has full play here. If the monopolist packer presses 
the cattle-grower too hard —i. e., offers him a price for his cattle 
that is too low in comparison with the price asked for beef —the 
farmer can substitute country beef for dressed beef. He can kill 
and eat his own cattle, or he can sell them to the local butcher. 
The only way the packer can get the cattle is by offering more for 
them than they are worth to the farmer for home consumption, or 
than he can get from the local butcher. This is the theoretical 
minimum below which a monopolist purchaser could not depress 
the price. If the farmers and the country towns could consume 
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all the cattle raised, the theoretical minimum would be the prac- 
tical minimum. Because the country is in a position to slaughter 
and consume a very large part of the cattle raised, monopolizing 
the industry is more difficult, and the limit of monopoly profits is 
narrower than is the case in any industry in which the source of 
supply is more localized and producers fewer in number. Even 
that part of the supply which goes to the large cities or to foreign 
countries does not necessarily pass through the hands of the 
packers. It is possible for any farmer to ship dressed beef to the 
city if he can find a customer for it; and it is easy to establish a 
packing plant in any cattle-producing region. The amount of 
capital required is moderate, and the skill needed to operate it is 
not great. Indeed, a number of small plants exist at many points 
in the corn belt. Altogether the small plants and local butchers 
probably handle as many cattle as the large packers do. No one 
has charged that all these local butchers and small packers have 
been taken into the combination and allowed a share in the 
exorbitant profits which the combine is supposed to be making. 

Besides, there are about ten important firms which buy cattle 
at Chicago for the export trade or for eastern markets. It is not 
suggested that they act in collusion with the packers. They com- 
pete in the market for such cattle as are needed to fill their orders. 
But after their orders are filled about 80 per cent. of the beef 
cattle coming to the Union Stock Yards remain unsold. For- 
merly the packers competed with these “order buyers”’ for cattle. 
Then by so manipulating things that most of the cattle were 
received on Monday and Wednesday of each week, making prac- 
tically a two-day market, it was possible for the packers to keep 
out of the bidding till the “order buyers” had filled their orders, 
and secure what remained at reduced prices. Frequently prices 
would drop twenty to thirty cents as soon as the orders were 
filled and the market left to the packers. Since the strike a serious 
attempt has been made to spread the receipts over the week, and a 
five-day market has been resumed. But the salesmen in the yards 
maintain that the packers still keep out of the market till the out- 
side orders are filled, and that the buyers for Armour, Swift, 
Morris, and the National Packing Co. never bid against each 
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other. It is common for buyers for these firms to ask the sales- 
man: “Who is bidding on these cattle?” An outsider’s bid will 
sometimes be raised, but if told that the bid is by one of the com- 
bine, the reply is: “ Better sell them.” .The buyers for the four 
firms in the combine seem to agree with mathematical accuracy 
on the value of any drove of cattle. At least their bids are 
remarkably similar. A few years ago there was greater difference 
in their estimates of the value of cattle. Perhaps greater experi- 
ence has rendered them more skilful in estimating values. Per- 
haps the conferences which the buyers not infrequently hold as 
they ride through the alleys looking at the cattle affect the con- 
clusions reached. Possibly the fact that three of the most impor- 
tant representatives from each of the big firms— Armour, Swift, 
and Morris—meet together frequently as directors of the 
National Packing Co., discuss the trade situation, and determine 
upon prices and policy for this firm which they own jointly, may 
explain the harmony of action by representatives of the three 
firms. Whatever be the explanation, there seems to be no doubt, 
among those best informed, that the great difficulties in the way 
of monopolizing this industry have been overcome, and that the 
big packers are working in harmony. 

Although the members of the combination kill less than half 
the cattle produced, they buy perhaps three-fourths of the cattle 
which come to the public markets. Careful and combined action 
enables them to control and manipulate the market as their inter- 
ests dictate, and the butchers and buyers throughout the country 
make their bids and conduct their business on the prices current 
in the Chicago market, so that the producer everywhere has the 
value of his cattle determined by the action of the packers. Since 
combination has given them this power, prices to the farmer have 
been from 15 to 30 per cent. lower than they were before, and it is 
easy to convince the farmer that the packer is the cause of his 
losses. 

The absence of reliable statistics showing the total number 
of cattle in the country, the number being fed at any given time, 
or the number slaughtered by the local butchers keeps the business 
on a highly speculative basis and makes it possible for anyone to 
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reach a conclusion in accord with his own interests or inclinations. 

If a loss of five million cattle really occurred between 1890 and 
1900, as the census showed, a very effective combination is 
required to keep prices as low as they have been for the past two 
years. If the fact that market receipts have been greater than 
ever before be accepted as proof of inaccuracy in the census 
reports, no monopoly theory is required to explain the low prices 
which prevail. The conclusion reached depends largely on the 
data selected. It is easy to find plenty of data to make a strong 
case for either side. The need for complete and unquestionable 
statistics of the cattle industry, constantly kept up to date, is 
probably greater, and felt by more people, than is the need for any 
other kind of agricultural statistics. This is true because the 
growing of crops is more an agricultural than a business problem, 
while the buying and feeding of cattle is a highly speculative busi- 
ness venture. Especially is this true where the farmer buys both 
corn and cattle. 

In earlier years the production of beef was also an agricultural 
problem. The farmer kept a number of cows which at least 
partially paid their board bill in milk and butter, and produced 
calves which were grown two or three years on the grass, hay, 
straw, corn stalks, or other farm products of little market value. 
The corn which was used to finish the steer for market would 
bring much less cash than it has commanded in recent years. If 
the farmer had sold everything marketable that the cattle of ten or 
twenty years ago consumed, his bank account would not have been 
much enlarged. If he did not raise the calves, he usually bought 
them when a few months old, with a small cash outlay,and when 
they were sold his low-priced farm products were converted into 
a goodly bank account. 

In most sections of the United States this condition is largely 
changed. The farmer keeps a few Jersey cows and raises no 
calves. If he wishes to feed cattle, he goes to the stock yards and 
buys a drove that came from the range of Texas, Nebraska, 
Dakota, or Montana, pays $25—50 per head for them, puts them in 
the feed lot, gives them corn or other feeds which now have a 
high cash value, and when the cattle are turned over to the packer, 
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the farmer is quite fortunate who finds himself in possession of as 
much cash as he would have if he had sold his corn. 

Why, then, does the farmer feed cattle? The conservative 
farmer who keeps at it every year feeds cattle for the manure. 
He knows of no way to maintain the fertility of his soil save by 
returning to it in other forms as much as has been taken from it. 
He has learned how difficult it is to get something for nothing, 
even from the land. So he sells his corn, hay, and other products 
in the form of beef, when he knows he could for a few years 
obtain more cash by selling them direct from the field. 

A large proportion of the feeders though, are simply optimistic 
speculators. They gamble on the chance of the market going up 
between the time they buy and the time they sell the cattle. They 
venture most numerously to fill their feed lots after high prices 
have prevailed for some time, and if they meet with a little success, 
operations are rapidly extended by the use of credit. 

Both classes of feeders are in a position to be squeezed by a 
combination of the packers. The conservative farmer who strives 
to maintain soil fertility will not quit steer-feeding until the price 
of cattle drops so low as to leave him much less than the market 
price for his corn. The speculative feeder keeps coming back 
with the gambler’s hope and optimism, until his cash and his 
credit are both exhausted. 

Range cattle-production is also carried on under conditions 
which make manipulation of the market highly profitable to the 
manipulators. Cattle-production on the ranch is a gamble where 
you cash in five years after you put up the “ante.” Twenty-five 
years ago, when beef prices were very high, free range abundant, 
and the men in the business were cashing in on their earlier invest- 
ments with very good profits, it was easy to organize cattle com- 
panies or induce the unsuspecting eastern investor to take tickets 
in the cattle lottery. So long as breeding stock for the range was 
in demand the supply of cattle sent to market was diminished. 
The demand increased by the call for range stock in addition to 
the regular market needs, and the supply correspondingly cur- 
tailed, kept prices up so long as the range investment continued. 
The heifers sent to the range in 1882 would drop calves in 1883. 
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These calves could come to market as three-year-olds in 1886, but 
were more likely to come as four-year-olds in 1887 or as five-year- 
olds in 1888. For the four or five years until the cattle were ready 
for market it was possible for the promoter to keep organizing 
new companies and make his investors believe in the large paper 
profits till the test of marketing the cattle was applied. By the 
time the range cattle were old enough to market in considerable 
numbers three or four crops of calves were on bonds, the ranges 
were overstocked, the streams of cattle which had been turned to 
the range for breeding purposes were again thrown onto the 
market, and the supply from the range was added. The inevitable 
break in price blasted the hopes of many who had invested in 
ranching companies, and led them to go out of the cattle business 
as suddenly as they had gone in. Thus the supply of cattle 
thrown on the market was further increased, causing prices to fall 
still lower. Destruction of grass on the overstocked ranges and 
the rapid development of the range sheep industry drove addi- 
tional range cattle to the market and depressed prices even more. 

The panic of 1893, with the depression which followed it, 
came about the time the cattle industry had reached the condition 
described above, and consumers ate less meat, so prices were very 
low for a few years. With the return of business activity, meat- 
consumption increased, and prices were on the upward trend 
from 1898 till 1901. The short corn crop of that year caused a 
good many cattle to be prematurely marketed in the fall and 
winter of 1901, and depressed prices temporarily, while curtailing 
the supply that would normally have reached market in 1902. 
The high price of corn caused many cattle to be held over and 
fed in 1903 that with corn at normal price would have been 
marketed in 1902. Thus the 1902 supply was cut short at both 
ends, and as workmen were fully employed at good wages, the 
price of cattle reached a higher point than had been seen in twenty 
years. The high prices, with the official statement of a shortage, 
encouraged many to enter the cattle-feeding and breeding busi- 
ness, as stated at the beginning of this article. But the number of 
cattle which has reached market every month since November, 
1902, indicates either that the census was inaccurate in reporting 
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a shortage, or that the low prices have discouraged cattlemen so 
much as to cause them to close out their herds, thus adding to 
the normal supply cattle which should have been kept for breed- 
ing purposes or not marketed for a year or two later. 

Some men accept one of these explanations and some the other. 
There are no definite and indisputable data which will enable one 
to prove either position. The upward trend of prices during the 
past month lends color to the theory that low prices led to the 
sacrifice of breeding stock, and that a shortage is now impending. 
If prices should continue to advance and remain high for a year 
or two, that theory would be fairly established. If, on the other 
hand, prices drop back about the time the cattle now being put 
into the feed lots begin to come to market, then the combination 
theory of low prices receives support. If there be a combination 
of packers which is successfully manipulating the price of cattle, 
its interest would obviously be served by a high range of prices 
through October, November, and December, while feed lots are 
being filled. The farmer is more likely to act on the market data 
before him than on the forgotten data of last year. He sees 
“stockers’’ and “ feeders”’ selling at three or four cents, and fat 
cattle bringing five to seven cents, per pound. The margin of 
difference looks attractive to him, and he gambles on another 
drove of “ feeders,’”’ optimistically hoping the price of fat cattle 
will remain high till he can change his three-cent “ stockers” into 
six-cent beef. 

High prices for corn-fed cattle at this time of the year are not 
very burdensome to the packers, because the great bulk of their 
purchases are from the range or the pastures, and are bought at 
about half or two-thirds of the price which the market toppers 
bring. 

Of course, the farmers could not be fooled by such a game 
forever. There are indications now that many of the farmers 
who have lost heavily on the operations of the past two years will 
stay out of the market this year. But there is enough uncertainty 
in the business, enough doubt about the extent of the combina- 
tion’s control, or the policy it will adopt if it does control, to 
cause many to venture. The hope also exists that there is a real 
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shortage, and, if so, the man who fills his feed lots now at the low 
prices will reap a rich reward when he sells next year at scarcity 
prices. Besides, the man who has his farms and barns arranged 
to feed cattle is losing interest on his investment if he does not 
use them. If he can get back operating expenses without interest 
on his plant, it is better than allowing the plant to remain idle. 
Also, if any considerable number of farmers in a section remain 
out of the market, and undertake to sell their corn instead of 
buying corn, the difference in the price of corn in that locality 
may drop enough to make feeding again profitable. In any sec- 
tion where cattle-feeding is developed sufficiently to consume a 
little more than the local supply of corn at home, the price is 
usually as high as the Chicago price. Let a few of the large 
farmers drop out of the market, and corn must be shipped to the 
central markets, paying five or ten cents per bushel freight, or 
even more. When this occurs, the whole crop of corn in that 
market must sell at the lower price, unless the lower price induces 
farmers to resume feeding operations. 

The one known factor in the feeding business, when opera- 
tions are begun, is the price at which cattle are bought. The 
farmer does not know how much they will gain; quality of cattle, 
skill in feeding, climatic conditions, and other causes determine 
that. He does not know how much the corn or hay he is to feed 
them will cost him. If he feeds cattle, feed will sell at a higher 
price in his locality than if he does not. He does not know what 
price he will get for his cattle when he has fattened them. If the 
market is under the control of the packers, he may have his cattle 
ready at a time when it is to their interest to have prices high, 
but the chances are against him. If prices are unregulated, the 
statistics of the past twenty years show variation enough from 
year to year to make cattle-feeding a very uncertain business. 
There was always the gambler’s hope, though, that luck would 
favor him part of the time, and as prices are high some years and 
low others, the man who fed cattle every year won as often as he 
lost. With a manipulated market, however, that possibility is 
removed. It will be necessary for the combine to allow winnings 
often enough to keep the farmers in the game. It is very doubtful 
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if the cattle market can be so manipulated for any long period as 
to keep the farmers feeding cattle and allow the packers much 
larger profits than a competitive market will afford them. It is 
quite obvious that at any given time they have the seller at a 
disadvantage. He must sell most of his cattle when they are fat. 
Local demand will not take many of them. But the packer must 
also keep the supply coming, or his plants are of no value. If it 
becomes apparent that prices are to be fixed by the packer in his 
own interest, intelligent farmers will quit the game where the 
other man holds all the trumps. 

One of three things will happen: (1) Some plan of govern- 
ment regulation will be devised. Difficult as that task is, there are 
already urgent calls for it. (2) Independent plants will be 
developed which will restore competition and again give the 
farmer some shadow of a chance to win occasionally at the gamble 
which cattle-feeding must always be under competitive conditions 
with no accurate statistics. (3) The packer will be compelled, 
directly or indirectly, to’ guarantee the farmer a certain price for 
fat cattle. This is now done to a slight extent by speculators. It 
is possible to go to the yards, buy “ feeders” at, say, four cents 
per pound, and sell them to be delivered in ninety days at, say, five 
cents per pound. All things considered, this is the safest and 
simplest plan for the complete organization of the cattle trade, so 
far as the packer and the feeder are concerned. It leaves the 
rangeman or cattle-grower and the consumer to be dealt with. 
But if the industry is organized and in the complete control of the 
packers, the farmer is not asking too much in demanding this 
guarantee. Feeding can then be reduced to a business basis 
instead of a gamble, and will gradually fall into the hands of the 
men who can put corn and cattle together to best advantage, 
instead of into the hands of the most successful speculators. 

Range conditions differ much from cattle-feeding, and are 
conducted on a scale much larger, and by men or firms with more 
capital and a better knowledge of the situation, so that they are 
in a position to organize and deal with the packers more success- 
fully than the farmers can possibly do. Most of the range indus- 
try is conducted on government lands under conditions which 
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lead to destruction of the pastures. Some system of leasing or 
exclusive control is badly needed, and as the government now 
has the cattle industry under investigation, it is not too much to 
hope that a comprehensive report will soon be furnished showing 
more than has yet been made public about the status of the indus- 
try from the ranch to the consumer. With the facts that should 
be disclosed it ought to be possible to answer definitely the follow- 
ing questions : 

1. How many cattle are there in the country? Is the number 
increasing or decreasing? Is the quality increasing or decreasing ? 
How much improvement is the use of pure bred cattle producing? 

2. What amount of cattle is being produced under range con- 
ditions today? What plan can be devised to improve the ranges 
and increase the supply from this source? How many of the 
range cattle should be kept there till they are ready for the 
butcher, and how many should be sent as calves, yearlings, or 
two-year-olds to the feed lots of the corn belt? 

3. How much of a combination exists among the packers? 
What part of its power rests on railroad discriminations? What 
other advantages does it possess? How complete is its control 
over the price of cattle? What control does it exercise over the 
price of beef to retailers or consumers? 

If from the government experts or some other source answers 
to the above questions can be obtained, it will be possible to work 
intelligently toward a solution of the packing-industry problem. 


WILiiAmM HILt. 
Tue UNIveRSITY oF CHICAGO. 








FOREIGN MARKETS? 


I. A REVIEW OF RECENT DEVELOPMENTS IN THAT PART OF 
ECONOMIC THEORY WHICH RELATES TO FOREIGN MARKETS 
That part of the theory of political economy which relates to 

foreign markets—the theory of international trade, and the 
theory of foreign exchanges — has had, of late years, an appear- 
ance of finality which has been conspicuously absent from some 
other parts of economic science. This stability has endured while 
the theory of distribution—the rational explanation of rent, 
interest, and wages—has been a sea of raging storms; it has 
endured while the theory of value, which Mill regarded as so 
nearly perfect even in his day, has been subjected to extensive 
revisions in phraseology, if not in substance; and while even the 
theory of prices, so much more nearly related to that of inter- 
national markets, has been subjected to attack. During all this 
time, through all this turmoil, the theory of international trade 
as set forth by Mill, and that of foreign exchanges as expounded 
by Goschen, have remained well-nigh unaltered and little criti- 
cised. A review of the latest text-books and treatises shows us the 
same old theories, unchanged save in some slight details. For 
the present, therefore, we may assume that the theory of these 
two subjects is, as a whole, fairly satisfactory to economists as 
serving their purposes and explaining the more important features 
of foreign trade. 

Although the generally accepted theory of international trade 
is in the main the same as it was fifty years ago, there is a ten- 
dency among recent writers to make a change in emphasis. The 
theory of comparative cost, or relative advantage, as the element 
chiefly determining the direction of trade, is so striking that it is 
apt to receive more emphasis and to be given seemingly a more 
important place than it really deserves. It is, of course, true that 
relative advantage, entirely irrespective of absolute advantage, 

* Read before the section on Commerce and Exchange of the International 
Congress of Arts and Science at the Universal Exposition, St. Louis, September 
19-25, 1904. 
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may, and in many cases does, determine what goods a nation will 
produce for export and what it will prefer to import. But by 
far the larger part of foreign trade moves along the lines of abso- 
lute advantage, combined as that is, necessarily, with relative 
advantage. Our largest exports are of those products in which 
we have an absolute advantage over all but a few sections of the 
world, and our largest imports of those things we can scarcely 
produce at all. It is probable that the theory of comparative cost 
received undue attention mainly because it is not obvious at first 
reading and requires careful expounding and elaborate illustra- 
tions for its demonstration. But that absolute advantage rules 
wherever it occurs has always been recognized. 

The conflict between free trade and protection still continues 
with unabated vigor, protection seeming to gain ground in prac- 
tice. But the chief features of this conflict are political, as they 
ever have been, rather than economic, and the conditions have not 
been such as to call forth any new arguments. The proposals of 
Mr. Chamberlain and his party in England, and the possibility 
of tariff reform in the United States, will be discussed in their 
practical aspects in the last part of this paper. There are then no 
real changes to note in the theory of international trade. 

The theory of foreign exchanges or international payments 
has also, as has been said, remained essentially unchanged, but 
there has been a notable attack made upon that part of the theory 
which explains the international movement of money or bullion. 
The older theory was that whenever an excess of bullion accumu- 
lates in any country (or locality, for in this respect national 
boundaries present no barriers) from any cause whatsoever, it 
tends to raise prices, and that country (or locality) becomes a 
good place to sell in and a poor place to buy in, and thus the 
excess is drawn off. This involves the acceptance of the quantity 
theory of money. Those writers who have abandoned the quan- 
tity theory of money have found themselves compelled to criti- 
cise this theory of the international movement of money. Their 
criticism has been supported by two lines of argument. The first 
is that international prices are fixed by telegraph and other means 
of rapid communication, and cannot differ from country to coun- 
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try even for a short time. They further allege that there is no 
statistical evidence, wheri money moves from one country to 
another, of such changes in the price-level as are required by the 
old theory. 

In all of this, it appears to me, these writers overlook the 
influence of the discount rates in bringing about virtual changes 
in prices, and, above all, the fact that the rates of exchange are 
fluctuating constantly. A change in the rate at which a man sells 
his bill is tantamount to a change in the prices he receives for his 
goods. The machinery by which foreign exchange is governed is 
so delicate that a very slight change will set it in motion. Those 
who criticise the older theory make much of the argument that a 
uniform “ general”’ rise or fall in prices is never observable, as 
the prices of some commodities fall when others rise. I am 
inclined to believe that a “general” rise or fall can and does 
occur. A change in the discount rates and a change in the rate of 
exchange is equivalent to a general change in the level of prices; 
as it affects all bills alike, it affects all sales alike. It is the 
resultant of those forces which affect all prices uniformly, other 
forces being at work on the different commodities separately 
causing the divergencies which obscure the issue. Such a change 
in the rates of exchange is the very phenomenon demanded by 
the old theory as the cause of the international movement of 
money. The old theory does not require that merchants get out 
new catalogues or change violently from what would otherwise 
have been the prices they offer or accept for their wares. A sale 
of wheat by a Chicago shipper to London on a day when he can 
sell his bill at $4.89 is worth 1 per cent. more than if the sale 
took place on a day when exchange is $4.84. Here we have a 
difference of 1 per cent. which can occur without a single change 
in quotations. Every such fluctuation is felt at once by the 
delicate machinery that moves the tides in the ebb and flow of 
bullion in international payments. As to the argument that we 
have no evidence in current index numbers showing clearly that a 
rise in prices has followed an increase in the stock of bullion, it 
may be said that we have no statistical device for watching prices 
which will record such a change with the requisite delicacy, even 
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if we were warranted in looking for the change in the prices cur- 
rent. The change required by the theory is too slight to be 
detected by any statistical device yet invented. Such a criticism 
amounts to saying that the governor of a steam engine does not 
regulate its speed unless the arms and balls are gyrating violently 
up and down, when, as a matter of fact, the better the governor, 
the slighter the fluctuations. The weight of the argument in this 
controversy that has recently grown so hot seems to me to sustain 
those who have rushed to the defense of the quantity theory, and 
there seems to be no occasion to qualify the statement made above 
that the theory of foreign exchanges has undergone no important 
modification in recent times. 


II. A REVIEW OF SOME OF THE MORE IMPORTANT RECENT EVENTS 
IN THE ECONOMIC HISTORY OF FOREIGN MARKETS 


Although the economic theories relating to foreign markets 
have been quiescent enough of late, there has been stir and bustle 
indeed in the markets themselves, and during the past five years 
certain great changes affecting them have come to pass which are 
worthy of enumeration, and which suggest many important prob- 
lems and considerations. These changes affect primarily the 
markets for American and also for European goods in the Orient, 
and the routes of travel between the Far East and the markets for 
oriental wares. They are: (1) the acquisition of a trading base 
in the Orient by the United States; (2) the completion of the 
Transsiberian Railroad; (3) the expansion of steam-carrying 
trade on the Pacific and the definite determination of the fate of 
the Panama Canal; (4) the opening of China; (5) certain 
important changes in the conditions of the production of several 
of the great commodities of the world’s trade. 

1. The acquisition of a trading base in the Orient by the 
United States.— Chief, in many respects, among these changes is 
the advent of the United States in the Orient by the acquisition of 
the Philippines, of Hawaii, and of other islands in the Pacific. 
That this is an event of first-rate importance is easily realized 
when we consider but for a moment the significance of the 
Philippines in the past history of oriental trade. Manila has been 
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in the past, and can again become, a great commercial emporium. 
In 1573, when the Spaniards acquired Manila, there was no safe 
and economical route between eastern Europe and the Orient. Long 
and tedious as was the Spanish route by galleons to Acapulco, 
through Mexico, and then across the Atlantic, it was far less diffi- 
cult than the older routes via Archangel, or northern Russia, and 
central Asia. Moreover, Manila was, by virtue of its location and 
of the local products of its immediate environment, a natural 
emporium for the collection of some of the most precious wares 
then or since known to commerce. Conveniently located between 
China and the Spice Islands, with India also near at hand, Manila 
had the additional advantage of being a collecting and distributing 
point for certain local wares which had, long before the advent of 
the Spaniard, served as a lure to bring the Chinese and other 
Asiatic traders to her harbor, and which in turn helped to obtain 
the wares that Europeans sought. With silver from Mexico and 
by way of enforced “tribute,” the Spaniard bought or collected 
from the natives of the Philippines rice, palm oil, abaca, and 
other fibers, fine straws and cane, dye-woods and lumber needed 
in China, and bartered these for the silks of China, the fine woven 
fabrics of India, and the spices from the islands to the southwest 
of the Philippines, all of which the Chinese traders brought. 

As a mere depot for southern Asiatic wares Manila has since 
lost her original monopoly, and must now compete with Singa- 
pore, and Bangkok and, what is more important than either or 
both of these, with the aggregate storage capacity of the many 
smaller treaty ports south of Shanghai and the ports in French 
China. Her nearest European rival, Hongkong, she need not 
fear, for Hongkong has no warehouses and no local products, and 
is commercially but a city of office buildings. Her vast shipping 
trade is a mere paper record of tonnage passing by, but rarely dis- 
charged. Hongkong, moreover, is at a point slightly off the 
direct route of the most important lines of trade; Manila at a 
point where many lines of sail and steam travel naturally converge 
or pass, and directly on the main route from northern Asia to 
Australia. Imports into the Philippines via Hongkong dwindled 
from $4,600,000 in 1900 to $500,000 in 1903 under the influence 
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of direct steamer connection with northern Asiatic ports. A day 
for a ship in Hongkong harbor waiting for orders usually means 
a day lost in idleness of men and capital—an item of necessary 
expense, perhaps, but with nothing to offset it directly on the 
profit side of the account, nevertheless; while a day in Manila 
Bay, by contrast, is one of busy activity and with a distinct profit 
to offset expense. With rice and cotton goods inbound, abaca, 
copra, and sugar outbound, Manila has business for a steady 
stream of vessels; and as a collecting point for spices, for Chinese 
table delicacies such as beche de mer and birds’ nests, and for 
shell and similar valuable items all northbound, she has no rival 
save Singapore, and, although for silk and coffee and spices west- 
bound she has to compete at some disadvantage with Singapore 
and Bangkok, she has no rival when the same wares are eastbound. 
Tea is the only great staple of oriental export in which Manila 
cannot deal with advantage. 

It is obvious that Manila can again be made a very great 
emporium, and whatever tendency there may be under the flag to 
turn these valuable wares which can be assembled there over an 
eastbound instead of a westbound route tends to increase her 
importance. In this respect it is a great pity that the exigencies 
of the revenue system have not allowed the United States govern- 
ment to make Manila a free port like Singapore. To be sure, the 
methods of modern trade do not demand, to the same extent as in 
the past, the gathering of wares by small ships at great ports to be 
finally transported to their destination in larger vessels. The 
large steamers of today have so many ports of call that the terri- 
tory contributing to any one depot is limited. But Mauila is so 
situated that the territory naturally tributary to her is large. The 
entrepot business of Manila at the present time is limited to pro- 
ducts of the Philippines and, though large, is but a small fraction 
of what it should be. The existence of a custom-house, with the 
necessary inspection, delay, tonnage duties, port charges, etc., 
even though duties are remitted on goods intended for re-exporta- 
tion, involves such a burden, that a port so afflicted cannot become 
a collecting center save for goods produced within the tariff wall. 
To afford Manila a chance to rehabilitate herself as an emporium 
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for the Orient, a portion of the port and harbor might be set aside 
as free territory. There are islands in the harbor which would 
serve this purpose admirably. Within this free territory, goods 
not the products of the Philippines themselves, and not destined 
for importation into the Philippines, could be landed, trans- 
shipped, etc., and vessels come and go free of restraint. As there 
is no hope that the custom-houses can be abolished in the islands 
for years to come, because of the need of revenue, some such plan 
is necessary to restore Manila to her proper place in oriental trade. 

The importance of Manila in oriental trade may be illustrated 
in another way than by the mere enumeration of her advantages 
of location and the importance of the local products of her con- 
tiguous territory. The fact that the Mexican dollar is the stand- 
ard coin—so far as there is any standard — in the greater part of 
oriental trade, shows the extent of Manila’s former commercial 
supremacy. For two centuries a steady stream of these coins 
flowed through Manila at the rate of from 250,000 to 3,000,000 
Mexican dollars per annum into her commercial connections. 
The extent of their dispersion measures very nearly the extent of 
Manila’s commercial influence. That the United States, the only 
great occidental nation still using the dollar, should have entered 
the Orient over the pathway marked out by that coin is at least 
auspicious. 

Manila’s commerce has responded rapidly to the advantages 
of American rule. During the first three years of our administra- 
tion it grew to double that of the best year under Spanish rule, 
and has grown apace ever since, in the face of war with its devas- 
tation, pestilence, and terrible agricultural reverses, and in spite of 
a new tariff and a severe customs-administrative law. 

2. The Transsiberian Railway The completion of the 
Transsiberian Railway took place so shortly before the beginning 
of Russia’s great diplomatic and military struggle for the control 
of that railroad’s best trade termini that no satisfactory data are 
yet available to show the effects which that enormous enterprise 
will have. Much, too, turns upon the outcome of the present war. 
It is obvious to the most superficial observer that American and 
European trade interests in Manchuria and northern China will 
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be safer under the yellow flag with its blue, green, and red dragon, 
which, fierce as it looks, stands for the beneficent sway of Sir 
Robert Hart, than in the claws of the Russian bear, or even under 
the civilizing empire of the mikado. But, aside from the prob- 
lematical possible effects of artificial restraints on trade, the 
Transsiberian Railroad will undoubtedly affect the markets and 
the trade routes of several of the great staples of oriental trade, 
namely, petroleum, cotton, and cereals for oriental consumption, 
and silks and tea for occidental consumption. For all high-class 
goods, where the saving in time is essential, the Siberian route 
will be attractive. Neither the Panama Canal, nor the combination 
of well-equipped steam and rail lines across the Pacific and the 
United States and Canada, can outrival the Siberian route, save in 
so far as American oriental trade is affected. So far as American 
cotton and cereal interests are concerned, they can be protected, 
even in Manchuria — barring extreme political interference — by 
the steamship lines now in operation across the Pacific and so 
rapidly expanding their capacity. The great disadvantage under 
which the United States labors in competing for a general trade in 
the Orient arises from the fact that our manufactures are for the 
most part located on the Atlantic coast. This disadvantage will 
be in some measure overcome by the opening of the Panama 
Canal. Meanwhile the service of steamships of even greater capa- 
city in connection with the transcontinental railways bears witness 
to the ever-growing importance of that trade. 

3. The expansion of steam carrying trade on the Pacific.— 
The sailing vessel retasned an important place on the Pacific long 
after it had disappeared from any but secondary trade in the 
Atlantic. The long distances to be traversed, the scarcity of 
coaling ports, together with the steadiness of the demand for, and 
the slow sale character of, the more important goods transported 
in the Pacific, gave the sailing ship an advantage. But during 
the past ten years I have watched from the windows of my study, 
which overlooks the Bay and harbor of San Francisco, the 
progress of a mighty but peaceful revolution—a_ revolution 
typical of the whole Pacific trade. Ten years ago for every ton 
that entered or left the harbor of San Francisco by steam, nearly 
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two came and went under sail. In 1898 the steam tonnage 
exceeded that of sail for the first time, and now the conditions of 
ten years ago are exactiy reversed, and more than twice as much 
goes under steam as under sail, while the total is over 50 per cent. 
greater than in 1898. The hull of many a fine ship lies rotting on 
the mud flats and in out-of-the-way estuaries around the Bay of 
San Francisco, pointing the fate of others still afloat. The grain, 
coal, and lumber trade alone now offer a field for sailing vessels, 
and this is fast narrowing, and will be greatly curtailed when the 
Panama Canal is opened. These conditions are a fair sample of 
those which prevail all over the Pacific, and yet the growth of the 
steamship traffic is but beginning. 

The definite determination of the fate of the interoceanic canal 
has been so recently the subject of wide discussion that little more 
need be said about it. To attempt to determine accurately, in 
advance, the exact effect of the canal assumes powers prophetic. 
Some few things are, however, clear. The canal will greatly 
assist trade between the manufacturing centers on the Atlantic 
and the Orient, and also with the west coast of South America; 
it will afford a cheaper route to market for grain and lumber from 
the Pacific coast of North America, and for sugar from the islands 
of the Pacific; it will force a reduction in the through rates on the 
transcontinental railroads, and still further emphasize the advan- 
tage of coast over interior by forcing still larger differentials than 
now exist in favor of the former; it will give a new lease of life to 
the “jobbing” trade on the Pacific coast of both North and 
South America; it will mark the end of long-distance transporta- 
tion in sailing ships. 

4. The opening of China.— The Japanese war with China, 
bringing in its train the cession of many pieces of China’s territory 
to foreign countries, created a whirlwind in world-politics of a 
very violent character. In the dust which this whirlwind raised it 
looked as though China was threatened with disintegration. 
When, after the Boxer outbreak with its accompanying inter- 
national military pageant at Pekin, the storm subsided, and it 
became possible to estimate the results, it was seen that from an 
economical and commercial point of view China had changed but 
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little. Nine cities had been added to the list of treaty ports as a 
more or less direct result of the treaty of Shemonoseki. The 
inland waters of China had been opened to foreigners, and trading 
and warehouse privileges extended, on paper at least. But the net 
result to trade during the following six years was an increase of 
only 10 per cent.—a rate of increase, less than 2 per cent. per 
annum on the average, which might well have come without so 
much turmoil. 

The insistence of Great Britain and of the United States upon 
the open door in China, while preventing many complications 
that threatened serious interruptions in trade, had a defensive 
rather than an aggressive value. It held the doors open, but it 
stimulated no new trade. In short, the opening of China in any 
real commercial sense is still a matter of the future. The future, 
however, is in this respect bright with hope. 

The necessity for re-examining the customs duties of China, 
and of strengthening the hands of its excellent administration, 
which arose from the arrangements to insure the payment of the 
indemnity after the Boxer outbreak, afforded an opportunity for 
lightening the charges on commerce. The most burdensome of 
all these charges, not so much on account of the actual taxes 
imposed as on account of their uncertainty, were the interior or 
likin duties. By the terms of the new commercial treaty with the 
United States, ratified last January, China “undertakes that all 
offices, stations, and barriers of whatsoever kind for collecting 
likin duties, or such like dues on goods in transit, shall be perma- 
nently abolished on all roads, railways, and waterways in the nine- 
teen provinces of China and the three eastern provinces.” This 
is not to affect the regular customs duties, which are increased 
by a surtax of about 40 per cent. to offset the decrease in revenue 
due to the abolition of the likin. This consummation of a long 
struggle for sound trade relations with China promises a real 
opening of China. The ultimate accomplishment of this under- 
taking may prove beyond the powers of the Chinese government, 
but the endeavor in that direction will be watched with great 
interest. 

The railways of China, except the connection with the Trans- 
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siberian line and the few roads in the north in operation for some 
years, are still largely a network of paper concessions and partial 
surveys. Authoritative announcement has been made of the open- 
ing to come this year of about 270 miles of new lines. 

China is still far from “open” to occidental trade, rich as are 
the rewards which come from the interchange of commodities so 
different in character between peoples differing so in customs. 

5. Changes affecting the great commodities of foreign trade. 

a) Sugar.— During the past half decade there have been 
changes of considerable importance affecting the production of 
several of the great commodities of the world’s trade. Probably 
the most notable of these are those affecting sugar. The abolition 
of the beet-sugar bounties recommended by the Brussels Sugar 
Convention of March 5, 1902, marks the end of a century’s 
struggle in building up an industry by artificial stimulus. Just 
before that time reciprocity between Hawaii and the United 
States, and the ultimate annexation of Hawaii by the United 
States, brought a rapid development of great cane-sugar planta- 
tions and a marked increase in the output. The restoration of 
peace in Cuba, and the promise of permanent peace under the 
American protectorate, presage a steady increase from that source 
also; and, although the Philippines can for some years to come 
produce but a comparatively small amount of sugar, yet, owing 
to their proximity to China, they will probably meet any increase 
in the demand from Asia without its drawing upon the European 
or American supplies. The cane-sugar-producing countries, several 
of which were but a few years since the most disorderly in the 
world, are now policed in a most satisfactory manner. On every 
hand there is the promise of a vast increase in the output of sugar. 
Yet so elastic is the demand that it has responded to the increase 
in supply thus far without seriously affecting prices. European 
beet sugar, after the repeal of the bounties, advanced only about 
20 per cent., which was slightly less than the effect expected, 
while in America, inside the tariff wall, the price of sugar, in spite - 
of the increased supply, has declined only about half a cent a 
pound. The regularity with which the demand for sugar responds 
to every decline in price is one of the marvels of modern 
commerce. 
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b) Hemp.— The United States and the United Kingdom 
have long been the best customers for Manila hemp. But the 
United States was formerly content to buy its share from Eng- 
lish traders. Owing to the removal of the duty and the payment 
of what is practically a bounty, namely, the reimbursement of the 
insular export duties on all hemp imported into the United States, 
we are now buying our supplies direct. The hemp industry has 
responded to this stimulus in a very striking manner, the total 
output in 1903 being nearly threefold that of 1899, and over half 
of the whole goes to the United States. The only discouraging 
feature is the fact that the resources of this industry are overtaxed, 
and there is a lamentable lack of care in the preparation of the 
fiber, reducing its quality in a very marked degree, the premium 
on good qualities not being sufficient to induce proper care in its 
preparation. 

c) Cotten.— The ravages of the boil weavil in Texas, and 
the consequent unprecedented speculative fever in the cotton 
market, have caused a great deal of attention to be directed to the 
changes in the cotton production of the world. Though not so 
spectacular as the soaring and tumbling of prices, the thing of 
vital importance in the cotton trade has been the rapid growth in 
the demand rather than any fluctuation in the supply. The 
decrease of the output of cotton in Texas from the promised yield 
suggested by the crop of 1900-1901 was more than offset by the 
increase in other states, notably Arkansas, Georgia, and Louisi- 
ana; and the commercial crop as a whole was the largest on 
record. Yet, large as it was, the crop did not nearly meet the 
demands of the spinners who depend upon American cotton. Mills 
everywhere have been shut down or run on short time. The 
most marked feature of this growing demand has been the growth 
of new mills in the United States. It is claimed that the United 
States now consumes more raw cotton, by nearly a million bales 
per annum, than any other country, and that it uses 40 per cent. 
of the American crop. The crop conditions this year promise to 
be about the same as last year. 

The situation is, therefore, a bad one on the whole, a rapidly 
growing demand not being met by an equally growing supply. 
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The Brazilian output has been greatly stimulated in the past few 
years, and, unless the American conditions improve, will become 
a very important factor. So far as the demarid can be foreseen, 
it will continue to grow. The opening of China will largely affect 
the problem in the future. 


Ill. THE POLITICAL SITUATION AS AFFECTING FOREIGN MARKETS. 


We have passed in rapid review the recent changes in the 
theory of foreign markets and the more important of the concrete 
changes in the condition of the markets themselves. It remains to 
review the political situation, always more or less fraught with 
meaning for the world’s trade so long as “national economics ” 
rule. Space will permit of only a brief glance at two of the most 
important phases of the present situation: first, the agitation for 
protection in England; and, second, the necessity for tariff 
reform in the United States. In this we shall necessarily take the 
American point of view. 

1. Mr. Chamberlain’s fiscal policy.— After half a century of 
free trade in England, a strong party is now considering the 
advisability of resorting to protection. Although it certainly can- 
not be said that the proposals put forward by Mr. Chamberlain 
are “ viewed with dismay ” in the United States, yet it is true that 
they are matters of serious concern. In industrial circles the 
feeling seems to be that we shall be able, when the time comes, to 
adjust our trade to the new conditions; but we are much con- 
cerned to know the direction in which the adjustment will be 
necessary and the time when it will come. It is, at present, 
extremely difficult to anticipate what is likely to be done. Not 
only is there the problem of anticipating how far the program is 
likely to meet with the support of the people, but the leaders them- 
selves present a somewhat shifting program. With true English 
conservatism, Mr. Chamberlain has been careful to disclaim any 
sympathy with protectionists, and the leaders, to quote Mr. 
Balfour, “approach the issue from a free-trade standpoint ;”’ and 
yet, starting from that standpoint, they seem to be proceeding 
with some rapidity in the direction of protection, judging from 
the more recent of Mr. Chamberlain’s utterances at Welbeck that 
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“the effect of free trade on the laborers of this country has been 
disastrous.”” The program put forward each time is characterized 
as provisional and subject to modification. That part of it, how- 
ever, which seems to be most widely accepted, and which develops 
most directly from the objects which those who have advanced it 
have in view, is of vital interest to the United States. The main 
object of Mr. Chamberlain’s proposed policy seems to be to 
cement a closer union of the empire and to draw the colonies 
nearer to the mother-country, thus strengthening the empire for 
national or imperial defense. If this object is to be attained by 
preferential tariff legislation in favor of the colonies, it cannot 
but seriously affect a number of important American industries. 
And if, as seems almost inevitable, the more general scheme be 
entered upon, and compensatory duties should be allowed British 
manufacturers, it will involve a considerable amount of actual 
protection. In the program outlined by Mr. Chamberlain in his 
speech at Glasgow on October 7, 1903, he proposed tentatively to 
lay a tax of 2s. a quarter upon all foreign grain excepting maize. 
Joined as this proposal is with a distinct purpose to build up 
wheat-farming in the colonies, and especially in Canada and 
Australia, by special exemptions and concessions which shall 
insure them of a market in England for all their surplus grain, it 
constitutes a certain menace to American agricultural interests. 
For, although the importations of food products into great Britain 
from the United States fluctuate from year to year with the 
changes in the crops in different parts of the world, yet, roughly 
speaking, Great Britain still takes about 50 per cent. of her neces- 
sary food— wheat, flour, and meats—from the United States, 
and any curtailment of this market, which, even at the present 
time, takes about one-sixth of the American output, cannot but be 
a matter of serious concern to the United States. 

Wheat-growing in the United States is still so important an 
industry that its prosperity or the reverse may well-nigh be said to 
mark the prosperity or depression of all industries throughout the 
United States. The predominance of wheat-growing is not so great 
as it was a few years ago, but nevertheless any disturbance of that 
industry would be felt throughout the length and breadth of the 
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country. The wheat-growing industry has already suffered a 
series of setbacks, especially through the competition of the 
Argentine Republic, and lately through an increased acreage in 
and output from Russia. Any further curtailment of the market 
for the surplus wheat of the United States will be felt immediately. 
These considerations are, however, offset by certain others which 
may have considerable weight. In the first place, there has been a 
marked increase in the home demand for wheat and flour prod- 
ucts, an increase in the Asiatic demand, and a promise of a still 
further increase in the consumption of wheat and flour in China 
since the removal of the /ikin duties already referred to. More 
than that, the area of new wheat land available is somewhat 
limited, and the possibility of increasing the output upon the 
acreage now under cultivation is not very large. With the growth 
of population, land once used for wheat is found to be better 
adapted to other uses, and is removed from the wheat acreage. 
There is to be anticipated, therefore, an increase in the demand in 
other places, which would partly offset any loss in the English 
markets, and a tendency in the acreage under cultivation toward 
stability or possible diminution. ‘ 

In the earlier speech above referred to, Mr. Chamberlain sug- 
gests a duty of 5 per cent. on flour, meats, and dairy products, but 
he was inclined to exempt bacon on the ground that it was a 
“popular food for some of the poorest of the population.” This 
proposal is not likely to work serious interference with the market 
for American meats. Five per cent. is scarcely a protective duty, 
especially with the exemption of so important an item as bacon. 
The strictly protective features of Mr. Chamberlain’s program, 
such as the desire to give a “substantial preference” to, British 
flour-mills, to prevent the “dumping” of surplus iron and steel 
manufactures from America on the English market, are also so 
moderate as not to be considered dangerous. The unavoidable 
restraint upon trade which the re-establishment of any system of 
customs duties in England will impose is more serious, perhaps, 
than the protectionist’s proposals themselves. Rapid as seems to 
be the growth of favor toward Mr. Chamberlain’s financial policy, 
no one can foresee the result at the present time. 








28 JOURNAL OF POLITICAL ECONOMY 


skirmishes for the present presidential campaign in the United 
States gave rise to the expectation that, whichever party might 
come into power in the next administration, an attempt would be 
made at a revision of the tariff in the United States. The temper 
of both conventions, however, excluded from the platforms any 
expression upon this important subject which made any definite 
promises; the Republicans contenting themselves with the general 
statement that, if any tariff reform is to be undertaken, it would 
be safer to intrust it to the hands of the friends of protection than 
to its enemies; and the Democrats outlining a no more definite 
scheme for revision than might develop from their free-trade 
traditions. As the complexion of the Senate makes Republican 
control for some time to come a certainty, any revision of the 
tariff must necessarily be made along Republican lines. With 
the apparent willingness of some of the more influential leaders to 
entertain some plan for a gradual revision, so moderate as not to 
affect existing industries, there is still a possibility that something 
may be done in this direction. 

As the extent and direction of this revision, should it ever be 
undertaken, will necessarily be determined by purely political 
forces, economists are interested mainly in the method by which it 
may be undertaken. Economic writers have frequently pointed 
out that the methods pursued in the past for revising the tariff 
were unsatisfactory because of the failure to collect, in a thorough 
and systematic manner, the data necessary for a revision. Few, 
if any, of the leaders now in Congress have even a modicum of 
the knowledge necessary for a revision of the tariff. This may 
be said without any disparagement, for in fact there are few men 
in the whole country who have that knowledge. The precise 
effect of each of the duties on some four thousand different articles 
covered in the fourteen great schedules of the tariff cannot be 
ascertained by a hearing conducted by a congressional committee 
in the hurry of preparing proposed legislation and at which only 
interested parties are examined. Only by an extended and pains- 
taking investigation along strictly scientific lines can the effect of 


2. Tariff reform in the United States—The preliminary 

















FOREIGN MARKETS 29 


the present tariff or of proposed changes be ascertained. The 
complex interrelations which arise from the changes in the relative 
importance of different exports and imports as affected by differ- 
ent duties offer problems which are among the most difficult in 
the whole field of economic science. Temporary commissions 
appointed to gather data desired for the information of Congress 
when a tariff revision was under way have failed, not merely 
because political considerations have forced Congress to disregard 
their recommendations, but because their recommendations, based 
on a brief study under pressure of temporary demands, could not 
be altogether sound and well matured. The following principles 
may be laid down as generally admitted by impartial authorities : 
(1) On account of the vast size of the interests involved, sudden 
changes in the tariff are dangerous to the welfare of the country ; 
(2) for the same reason violent changes are equally dangerous; 
(3) changes should therefore be gradual and announced long in 
advance; (4) to ascertain the exact effect of present duties, or to 
estimate the probable effect of proposed changes, requires a careful 
study of each of the industries or branches of trade affected, not 
only in this country, but in other countries whose goods are 
affected. If these four points be granted, then it can be safely 
asserted that no exigencies can arise which should be aliowed to 
prevent what the nature of the work to be done, looking to a 
revision, requires, namely, a long and careful investigation of 
every possible effect of the tariff. 

This all points to the conclusion that there should be a per- 
manent bureau connected with the administrative department of 
the government whose function it should be constantly to gather 
and compile, according to the most approved scientific methods, 
all the data necessary for an intelligent appreciation of the exact 
working of the tariff. Such a bureau could, when required, 
extend its investigation so as to cover the probable effect of 
the proposed changes. Modern economic science is equipped 
with the methods of research, of analyzing and interpreting 
statistics, of delving into the forces which control prices, and of 
ascertaining the cause and meaning of changes in the direction 
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and extent of trade; in short, it has the methods necessary for 
dealing safely with the multitudinous and bewildering facts which 
enter into the problem of the effect of a tariff on the world’s 
markets. There is no reason for groping in the dark when, by a 
little provision in advance, we might walk in the light. 


Cart C. PLEHN. 


UNIVERSITY OF CALIFORNIA. 

















CAPITAL AS A COMPETITIVE CONCEPT 


It is chiefly as bearing on the analysis of cost of production, 
in its relation to market values, though by no means exclusively 
in this aspect, that the concept of capital becomes a topic of sur- 
passing concern in theoretical economics; and not merely does 
this hold for theoretical interests, but even more clearly for the 
connections between economic theory and the actual facts, habits, 
and methods of modern business life. What are the relations of 
interest outlays to market prices? Is a tenable distinction to be 
made between these and rental outlays on the one hand, and wage 
outlays on the other? Or, so far as cost and value purposes are 
concerned, might not rent or wages be logically extended to cover 
all forms of remuneration to any sort of productive agent or 
instrument? In fact, is cost of production an every-day business 
concept, or is it something peculiar to economic analysis? And 
if this latter, are capital outlays to be confined only to expenditures 
for the use of wealth in the time aspect, or are they to include all 
forms of burden and subtraction imposed upon the capital reserves 
of the entrepreneur-producer in the business process of supplying 
goods to the market? In sum, may we not, for cost purposes, 
accept a point of view of capital which regards it solely as the 
source of expenditure —capital conceived in such fashion that 
interest payments are to be regarded as paid from it rather than 
for the use of it, and that rent outlays are as truly burdens upon 
it-——and cost elements under it—as were ever wage outlays bur- 
dens and costs, whether under the later theory, or under the earlier 
wage-fund capital notion, with its attendant wage-capital cost 
outlay? 


Not at all denying that, for certain purposes, capital has 
rightly been and must continue to be discussed as a social category, 
as production goods, it is intended sharply to raise the question 
whether this concept of capital has any significance for the cost- 
of-production analysis or for any purpose connected with the 
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value problem — the question, also, whether the social concept of 
capital, as commonly accepted, is not purely industrial and 
mechanical, as well as non-competitive, and entirely opposed to or 
irrelevant to the concepts of competitive society and of entre- 
preneur production, and to the habits and conduct of the actual 
business world. 

It is doubtless true that classical economics contains a con- 
siderable number of distinct and antagonistic concepts of cost, 
but it is none the less true that whenever the argument shifts from 
the Crusoe discussion to the competitive market, and becomes 
definite in its analysis and tangible in its applications, the concepts 
of time-cost and pain-cost somehow shade off into some aspect of 
labor-value cost as the basis of employer’s outlay; or, as espe- 
cially with Ricardo, by regarding pain-cost as the basis and 
explanation of the remuneration to the wage-earner and thereby 
of the wage outlay to the entrepreneur, values are made, through 
the mechanism of entrepreneur costs, to be proportional to the 
labor-pain investment in production. 

Whether or not labor was thus susceptible of reduction to a 
common denominator either of pain or of time, and, even if so, 
whether labor could serve as the ultimate explanation of the very 
evident market reduction of it to the common denominator of 
money wages, and whether or not Ricardo’s marginal device for 
getting rent payments out of the category of price-determining 
costs, may in any view be accepted, it remains in any case clear 
that Ricardo’s reckoning of cost is essentially a business man’s 
computation as a question of money outlays — outlays of the sort 
which a business man always reckons as demands upon business 
capital, outlays of the sort which the trading or manufacturing 
corporation provides for through its subscribed capital or through 
capital-borrowings upon the market. And it is in this sense, and 
rightly, but only in this sense, that wages may be spoken of as 
paid out of capital; but in this sense also raw materials are pur- 
chased out of capital — office furniture purchased out of capital; 
business connections, insurance, and advertising paid for out of 
capital; in this sense interest and rent are paid for out of capital ; 
and so likewise with all other business expenses incurred in the 
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process of getting goods upon the market. This concept of capital 
is in fact —as the writer believes—the only capital concept which 
can be articulated with the business world’s notion of cost of pro- 
duction, and the only concept which, in the development of 
economic theory or in close economic analysis, can be regarded as 
having any relevancy to those cost-of-production considerations 
which have to do with any inquiry into price and value. And 
again be it repeated that it is chiefly as bearing upon the value 
problem that the need exists for a re-examination of the capital 
concept. 


SOCIAL CAPITAL AND COMPETITIVE CAPITAL 


Whatever might be the accepted theory of value in a col- 
lectivist society — whether a labor theory or a utility theory, or 
quite as possibly no theory at all and no need of any — it is clear 
that differences in land as used for productive purposes would 
receive recognition; per item of product obtained, outlays upon 
some land would be appreciably lower than upon other land. It is 
equally clear that some of the product of this society would need 
be saved as raw materials or as tools for further production; but 
it is not clear that these saved products would be exclusively 
traceable to either land or labor; in fact, it is certain that some 
labor product would get embodied in the land, and that some land 
product would be traceable in all or nearly all forms of collectivist 
wealth, whether of the production or of the consumption type. 
Probably, however, in any given situation of environmental con- 
ditions, these questions of distinction between wealth as land 
product and wealth as labor product would not, to this collectivist 
society, be especially interesting, the problem all the while remain- 
ing one of how to get the best results out of the various forms of 
wealth at hand. If, however, the society were quasi-predatory in 
character, and were making comparison of different habitats to 
be contested for, it might well find itself at indifference as between 
one habitat of poor original quality and medium ameliorations, 
but with great store of agricultural appliances, as against another 
of great natural fertility, an inferior measure of land amelioration, 
and very defective agricultural appliances. So, in the application 
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of its labor power, land at one time, and at another time the tools 
and appliances of cultivation, might lead in the call for reinforce- 
ment. In short, a collectivist society would not need to, and could 
not if it needed, distribute its productive possessions into land and 
capital categories. 

As this society would be without competitive production, and 
without competitive markets, it would have no need for exchange- 
value methods or measures. Production would take place accord- 
ing to some sort of utility standards in consumption, and pro- 
ductive agents would be rated in esteem according to efficiency in 
utility creation. Land agents and capital agents would stand on 
a common basis of estimation. The different members of the 
society being regarded as substantially equal, both production and 
consumption would necessarily be worked out according to con- 
siderations of utility — marginal utility, of a vague and average 
sort doubtless — instead of, as now, according to exchange values, 
wherein purchasing power, and not utility (excepting as utility 
may more or less affect the purchasing disposition), selects the 
consumers and determines the direction of production. 

Under such conditions, what portion of the social possessions 
would rank as capital, and what would be the essential meaning of 
the concept? In accurate analysis, would it be possible to accept 
the technological notion of capital as comprising all wealth held 
for purposes of further production —all technologically’ inter- 
mediate products—in the ordinary industrial sense, productive 
wealth — all technologically non-consumption goods? Would the 
time element count for anything, in other than this industrial- 
mechanical aspect? Or must all of the wealth be regarded as 
capital? How about the ice stored till summer; or the wine aging 
in the collectivist vaults; or the wheat stored for winter; or the 
total of consumption goods waiting the time of maximum service 
in consumption ? 

The truth seems to be that the “technological” concept of 
capital takes account of only one aspect of capital productivity. 





* Etymologically speaking, there are manifest objections to this use of the term 
“technological ” as referring especially to capital regarded in the mechanical and 
industrial sense; but no better term seems to be at hand. 
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That the ice is melting away or the wine falling off in point of 
gallon measures is not conclusive of the productivity problem. If 
the utility grows, whether by one sheep growing into two, or one 
small sheep to one large one, or one poor-mutton sheep to one of 
good quality, or one superfluous sheep to a famine-time sheep, 
there is, at least under a collectivist reckoning, economic pro- 
ductivity. So long as either the objective good changes its char- 
acter so as to change its utility-relation to man, or so long as man 
so changes in needs and desires, or in provisionment, as to modify 
the utility-relation between goods and men, there is room for 
value productivity. The collectivist definition of capital would 
then run somewhat as follows: wealth held for increment — 
wealth in time.” 

However clear, then, for technological purposes, may be the 
distinction between land wealth and other wealth, the distinction 
remains mostly valueless for the theoretical economics of a col- 
lectivist society. But in point of fact, even from the technological 
point of view, the distinction is valid only in a most broad, 
general, and inaccurate fashion, applying, no doubt, well at the 
extremes, but only tolerably or worse for the main body of cases. 
It is unquestionably true that capital achieves some things attain- 
able through no possible substitute, precisely as some other prod- 
ucts are in a peculiar degree dependent on land, others on labor: 
you cannot have timber from labor or capital; neither land nor 
labor will dance you a skirt dance; and if you desire a certain 
peculiar quality of screeching, you must resort to a phonograph 
as against any form of land or labor. In this technological aspect, 
then, not merely food and raw materials, but building sites, stand- 
ing room, air, climate, scenery, neighborhood, etc., are utilities 
specifically and markedly of land character or origin. 

But it is all the while to be remembered that these technologi- 
cal differences and specializations are as marked between one item 
of land and another, or between one item of capital goods and 
another, or between one laborer and another, as between capital 


?It will be noted that this formulation, for collectivist capital, coincides sub- 
stantially with that of Professors Fetter and Fisher for the concept of capital in 
general as presented in modern competitive society. 
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goods and labor, labor and land, or land and capital. Agricultural 
machinery is technologically closer to wheat land than to machin- 
ery for watch or chronometer production; cotton lands are closer 
akin to sheep than to timber or iron or wheat lands; violin and 
sea are as much alike as virtuoso and sailor, or as prima donna 
and fireman. 

Nor are lands and capital better distinguished by the test of 
limitation of supply. There is today in civilized societies little or 
no poor land that capital might not make into good land. As for 
the space limitation upon land, it is to be said that, if to raze hills, 
or to fill or drain swamps, or to make dry land out of lake or river 
or ocean bed, or to push back the sea by Holland dikes, is to be 
counted a mere change from one species of economic land to 
another, there yet remain the effects oi improved and extended 
transportation in bringing useless and valueless land into eco- 
nomic existence; and if it is still urged that, after all, this is no 
change in mere extent and superficies, it is fair to reply that 
superficies and geometrical relations are not the point.® 

But it must still stand as true that, in the long run, land 
appears to manifest a peculiar degree of inelasticity of supply, of 
which fact the law of diminishing returns is the economic expres- 
sion, and the menace of overpopulation a sociological inference. 
And thereby, over long intervals of time—jin the dynamics of 
technology, and so of value and of distribution — some important 
tendencies are to be recognized as associated with the land cate- 
gory, and as establishing, for this purpose and from this point of 
view, the necessity for the recognition of such a category. But 
so far as discussion confines itself to the exchange relations exist- 
ing at any one time between goods — to the process of value fixa- 
tion, the basis of the remunerations received by the various pro- 
ductive agents —that is, so far as the problem in hand is a value 
problem in a social cross-section, it is not too much to say that 
these possible or probable outlooks, these long-time prophecies, 
give no occasion, in a collectivist society, for one sort of pro- 
ductive wealth to be distinguished from another; and in a com- 
petitive society they do not justify the conclusion that the pro- 


* Cf. Fetter, Quarterly Journal of Economics, November, 1902. 
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ductive powers of land are differently remunerated, or have a 
relation to costs and to value different from other productive 
powers and agents. 

Some difficult problems may be avoided, if only it be held in 
mind that the pressing problem is the value problem. Laborers 
may one day become more numerous and more skilful —or less 
skilful; capital goods may increase relatively to other productive 
agents—or possibly decrease; land get better or worse with 
progressive climatic or other changes, and may, relatively to the 
general situation, become less or more abundant, or less or more 
adequate; but in each new situation there will be nothing new 
but the situation and the distributive outcome: the value problem, 
despite its setting of new terms, will remain in principle and in 
methods of analysis the same problem. 


Nor are distinctions referring to questions of origin — capital 
being conceived as a human creation, land as an original environ- 
mental fact—of greater validity. It is argued that man, in his 
reactions upon his environment, has imposed some modifications 
upon the original situation; and it is urged that such changes in 
the environment as have not been due to the environment itself are 
properly to be attributed to man; capital is thus conceived as 
this intermediate term—this aggregate of modifications, so far 
at least as these modifications have been advantageous. There is 
no denying the logical adequacy of this point of view; but from 
any other point of view than this of logical and schematic accur- 
acy, the distinction will not serve; it leads nowhere when an 
attempt is made to apply it. From among all the changes of all 
the ages, who can assume to tell what environmental changes have 
been due to environmental processes as against human agencies? 
What part, for instance, of the fertility or the infertility of the 
land has been due to its treatment at the hands of man, to his 
fertilizings, his exhaustings, and his denudings; what part to 
fostering or wasting winds, to corals, to birds, to bugs, to worms, 
to microbes? What share of the value of the house traces back 
to the timber values of the natural forest, and what part to 
industrial processes? Even with the case of machinery, the typi- 
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cal form of capital, human wisdom would fall far short of dis- 
tributing the final value between the original ore value as against 
the labor value, the coal value, and the timber value; nor, for any 
one of these various shares, would it be possible to determine how 
far land rents, as expressed in warehouse and transportation 
charges, have counted in the case. And finally, if anyone could 
succeed in this allotment of origin-credits, either for the land or 
for the warehouse, is it to be supposed that, as shares in the total 
hire of the machine, these remunerations would forthwith, either 
in the collective or in the competitive reckoning, take on a new 
relation to the cost of the product or to its value? 


*Senior was fully aware of all this—as a difficulty —but did not see pre- 
cisely what to do with it: “It is difficult to point out an article, however simple, 
that can be exposed to sale without the concurrence, direct or indirect, of many 
hundred, or, more frequently, of many thousand, different producers, almost every 
one of whom will be found to have been aided by some monopolized agent. There 
are few things of which the price seems to consist more exclusively of wages and 
profits than a watch [McCulloch’s favorite example]; but if we trace it from the 
mine to the pocket of the purchaser, we shall be struck by the payment of rent 

. at every stage of its progress. Rent was paid for the privilege of extracting 
from the mines the metals of which it is composed; for the land which afforded 
the materials of the ships in which those metals were transported to an English 
port; for the wharves at which they were landed, and the warehouses where they 
were exposed for sale; the watchmaker pays a rent for the land covered by his 
manufactories, and the retailer for that on which his shop is situated. The miner, 
the shipwright, the housebuilder, and the watchmaker, all use implements formed 
of materials produced by the same processes as the materials of the watch, and 
subject also in their different stages to similar payments of rent. 
we speak, therefore, of a class of commodities as produced under circumstances 
of equal competition, or as the result of labor and abstinence, unassisted by any 
other appropriated agent, and consider their price as equal to the sum of wages 
and profits that must be paid for their production, we no not mean to state that 
any such commodities exist, but that, if they dic exist, such would be the laws by 
which their prices would be regulated We may be asked, then, whether the 
improvements which form the greater part of the value of the soil of every well- 
cultivated district are all, and forever, to be termed capital; whether the payments 
received from his tenants by the present owner of a Lincolnshire estate, reclaimed 
by the Romans from the sea, are to be termed not rent, but profit on the capital 
which was expended fifteen hundred years ago. The answer is, that for all useful 
purposes the distinction of profit from rent ceases as soon as the capital, from 
which a given revenue arises, has become, whether by gift or by inheritance, the 
property of a person to whose abstinence and exertions it did not owe its creation. 
The revenue arising from a dock, or a wharf, or a canal, is profit in the hands of 
the original constructor. It is the reward of his abstinence in having employed 
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CAPITAL IN THE COMPETITIVE SENSE 


Examining now somewhat more closely the capital concept as 
adapted to a competitive society, we ask how far and with what 
modifications the collectivist capital concept of wealth as fund, 
wealth in time, can be made to serve for competitive purposes. 
There will come, at all events, this change that we shall be talking 
in terms of exchange-value denominators, exchange-value pro- 
duction, exchange value of agents, exchange-value computations 
of gain — rather than in terms of average service, or in some sort 
of group-marginal utility? In a general way doubtless, techno- 
logical productivity in terms of utility product will be paralleled 
in competitive society by a technological productivity in value 
product. But not everywhere; for it sometimes falls out, in 
competitive society, that the short output commands an aggregate 
sale value higher than the bountiful output: that the spices have 
to be sunk—mechanical destruction, but value creation —or 
that monopolistic combinations are formed, to the result of dimin- 
ished product and higher prices— a plus in value, but a minus in 
utility. 

But none the less, such and so many productive agents, techno- 
logically considered, as there are in competitive society will, 
under the value denominator, rank as capital, whether these be 
land agents or other; all consumption goods, also, will in strict 
legic be so included, since all are held because the advantage, the 
increment, lies with postponed consumption. Even with goods 
deteriorating or decaying, as objectively considered, the advantage 
is on the side of delay; it is not conclusive that half the apples 
stored in the cellar will rot, or that the ice in the shed will lose 
half its weight before summer.® 


capital for the purposes of production instead of those of enjoyment. But in the 
hands of his heir it has all the attributes of rent. It is to him the gift of fortune, 
not the result of a sacrifice. It may be said, indeed, that such a revenue is the 
reward for the owner’s abstinence in not selling the dock or the canal and spend- 
ing its price in enjoyment. But the same remark applies to every species of 
transferable property. Every estate may be sold, and the purchase money wasted. 
If the last basis of classification were adopted, the greater part of what every 
Political Economist has termed rent must be called profit.” — Senior, Political 
Economy, 6th ed. (London), pp. 112-29, passim. 


5 Up to this point Professor Fetter’s views seem to be in the main worthy of 
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Perhaps this is all that need be said for capital in a competitive 
society, so far as there is occasion and justification for a dis- 
tinctly social concept for capital in a competitive society; and 
doubtless there are for some purposes both occasion and justifica- 
tion. But for most purposes the social concept does not apply, 
simply because the activities of men in society are competitively 
and not socially organized. 

But evidently as a computation of competitive costs, regarded 
from the point of view of supply determining influences, and as 
having thereby bearing upon the value adjustments of the market, 
the competitive capital concept already proposed presents its spe- 
cial claims to recognition. Actual business computations of the 
expenses of production include a wide range of expenditures made 
out of what, in the individual reckoning, stands as the total busi- 
ness investment, and functions in the terminology and reckoning 
of the business world as the business capital. In the sense of 
Mill’s doctrine, it is this sort of capital that limits labor, this sort 
of capital out of which wages are paid.® 


acceptance. However, his formulation of capital as material goods conceived in 
one aspect, their market value, does not quite accurately apply, and, indeed, was 
not intended to apply, to the collectivist economy ; market value is not a collectivist 
category. As applied to competitive society, the formulation appears to be much 
too narrow, the criticism centering mostly upon the word “ material.” — See 
Fetter, Quarterly Journal of Economics, November, 1900; May, 1901; November, 
1902. 

* Capital in the technological sense has evident bearing upon the wages of 
labor, not indeed by determining whether or not labor shall be employed — for 
this is in ordinary times certain, whatever may be the volume of capital — but by 
determining the manner and effectiveness of its employment, the productive 
equipment at its disposal, its outillage. It is in this sense only that capital may 
rightly be said to limit labor and to stand in causal relation to the wages of labor. 
But this is not the sense in which the term “ capital” is used in the wage-fund 
doctrine; it is there used in the sense of an employment fund, a subdivision of 
business capital, rather than as a technological quantity; in this business sense of 
capital, subsistence goods are properly included only to the extent that they are 
actually a part of the entrepreneurs’ holdings; that the wage payments made, 
whether finally expended in subsistence or in other goods, are made out of the 
cash or banking credits in the employer’s control, proves merely that from his 
point of view this cash or these credits must be regarded as capital. There is 
little connection, if any, and certainly no direct connection, between the volumes 
of business capital or credit in society and the real wages of labor. True, any one 
employer can hire more labor if he controls a larger business capital, but only upon 
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In the computation of competitive entrepreneur costs, interest 
charges are reckoned upon something quite irrelevant to techno- 
logical capital. Entrepreneur capital—capital in the guise in 
which the type-form of modern business, the corporation, presents 
it — includes not merely consumption goods in stock, but banking 
balances, counter money, funds tied up in customers’ accounts 
and in bills receivable of many varieties, corporate stocks and 
securities, whether held for sale or for investment, and generally 
all that fund of working capital, more or less unspecialized, 
requisite for the successful functioning of a business. The manu- 
facturing entrepreneur or the corporation manager would find it a 
novel and perplexing doctrine which should restrict the capital 
investment to the buildings, machinery, and raw materials of the 
undertaking; the corporation really possesses nothing which is 
not capital. 


And still these nontechnological forms of capital deserve not 
so much greater recognition than they have in the past received, 
as more careful analysis and classification; for, as has already 
been pointed out, classical discussion, as indeed all economic dis- 
cussion, early or modern, is full of this entrepreneur-capital 
concept. 

Adam Smith, for example, rarely failing somewhere to for- 
mulate or to employ the correct as well as the incorrect doctrine 
on almost every economic question, is now and then entirely satis- 
factory in his treatment of the entrepreneur-capital concept. Per- 
ceiving clearly that the fundamental and essential characteristic 
of capital is found in the acquisitive purpose, the increment pur- 
pose, of its holding, and observing that individuals often gain by 
lending to others or by employing their wealth in some socially 
nonproductive application—on which question of nonproduct- 
iveness he was notoriously much confused—it all the while 
remaining true that communities as isolated aggregates can gain 
only through productive processes of some sort, he divided 


the assumption that competing employers have not a like increase of capital. The 
old fallacy of reasoning from one to all is well illustrated here. And in any case, 
it does not follow that, having more business capital, an employer can afford to 
pay, or will for any reason pay, a higher wage rate. 
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acquisitive goods into the two categories, social and private. And 
out of this, as Bohm-Bawerk believes, has grown up the idea that 
private capital is connected with interest and is especially a cate- 
gory of distribution, while social capital belongs rather within the 
field of production. 

And doubtless such an idea has developed; but, so far as 
Adam Smith had any choice between his different idea-vistas, such 
could hardly have been the doctrine of his preference. For the 
most part he was talking of private capital as a category of private 
—that is to say, of competitive— business; not of interest- 
getting, but of profit-acquiring — gain-making through business 
activities, whether industrial or merchandising or what not. 

It is in this sense of entrepreneur capital that in the Introduc- 
tion he starts off the wage-fund doctrine on its course with the 
remark that 


the number of useful and productive laborers, it will hereafter appear, is 
everywhere in proportion to the quantity of capital stock which is employed 
in setting them to work, and to the particular way in which it is employed. 


So, likewise, in his comparison of corn prices in England, France, 
and Poland, where he explains that, despite the greater product- 
iveness of agriculture in the more advanced countries, the prices 
are rarely lower in the more advanced countries, since the superi- 
ority of produce commonly not more than balances, and often does 
not fully balance, the “greater labor and expense bestowed on 
them,” he is employing a competitive, an entrepreneur, concept of 
cost, in terms of wage payments and of all outlays and disburse- 
ments in general. These outlays and disbursements are never 
made in terms of technological capital, and rarely in terms of 
laborer’s supplies —— consumption goods; and for the purposes of 
Smith’s argument, as well as for the entrepreneur’s business com- 
putation, it does not at all matter in what form or terms the pay- 
ments are made. 
And so again, in chap. 6: 

Over and above what may be sufficient to pay the price of the materials and 
the wages of the workmen, something must be given for the profits of the 
undertaker of the work who hazards his stock in the adventure... . the 
profits of the employer upon the whole stock of labor and materials which he 
advanced. 
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No employer, however, can be regarded as advancing a stock of 
labor in any other sense than that of advancing the wages; Adam 
Smith is plainly within the concepts of entrepreneur cost and of 
entrepreneur capital. And again in chap. 8, on “ Wages,” he 
explains that labor is rightly treated as a commodity like any 
other; if capital is increasing faster than population, wages 
get the benefit; employers fali into sharp competition: 


The demand of those who live by wages, it is evident, cannot increase, but in 
proportion to the increase of the funds which are destined for wages. 


Ricardo, as we have seen, found his way over from real value 
to market value through the mechanism of entrepreneur competi- 
tion, with its leveling and proportioning effects; all of his reason- 
ing on market value goes upon entrepreneur costs, and thereby, 
tacitly or in terms, assumes the entrepreneur concept of capital: 


Whilst every man is free to employ his capital where he pleases, he will 
naturally seek for it that employment which is most advantageous; he will 
naturally be dissatisfied with a profit of 10 per cent. if by removing his capital 
he can obtain a profit of 15 per cent..... It is perhaps very difficult to trace 
the steps by which the change is effected; it is probably effected by the manu- 
facturer not absolutely changing his employment, but only lessening the amount 
of capital he has in that employment..... The monied class .... are 
engaged in no trade, but live on the interest of their money, which is employed 
in discounting bills or in loans to the more industrious part of the community. 
The banker, too, employs a large capital on the same object..... There is 
perhaps no manufacturer, however rich, who limits his business to the extent 
that his own funds will allow; he has always some portion of this floating 
capital. When the demand for silks increases, and that for cloth diminishes, 
the clothier does not remove with his capital to the silk trade, but he dismisses 
some of the workmen, he discontinues his demand for the loans from bankers 
and monied men.— Ricardo, Political Economy, chap. III, sec. 33." 


TIf further evidence is necessary that prevailingly throughout economic dis- 
cussion the working concept of capital is the entrepreneur concept, the citation of 
authors to the required degree is evidently impracticable here; it remains true, 
however, that economic literature is full of this concept, particularly-in those 
directions showing the strong influence of John Stuart Mill, practically all of whose 
cost analysis is of the entrepreneur type. But perhaps it may be sufficient again 
to point out that the wage-fund doctrine would be outside the pale of possible dis- 
cussion on any other basis than this of entrepreneur capital. What force is there, 
on any classical plane of discussion, in calling subsistence goods capital otherwise 
than from the employers’ point of view? Or what force in the distinction between 
fixed and circulating capital? Or in the doctrine as expounded that labor is limited 
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But now note that with the acceptance of this entrepreneur 
concept of capital —an acceptance not to be avoided so far as the 
capital category is to retain its significance for cost-of-production 
purposes — there must go the abandonment of the threefold divi- 
sion of productive factors as essential or important in the value 
analysis; for while the technological distinctions may and must, 
to a limited degree and for certain purposes, hold their place, the 
services of these various factors in value production are, in com- 
petitive business, reduced to the common denominator of money 
value, stand with regard to entrepreneur outlay in an entirely 
indistinguishable relation, and are paid for as costs out of one 
common fund of resources, the capital fund of the entrepreneur. 

All things, then, that can be traded in, or valued, or rented, or 
capitalized, may fall within the meaning of the capital concept. 
In this sense of the term, capital includes, in the value aspect, 
patents, copyrights, trades-marks, business connections, reputa- 
tion, good-will, privilege, government favor, franchises, royalties, 
rights of toll and tribute, rents, annuities, mortgage rights, per- 
sonal claims;® and, further, it includes monopolies of no matter 
how various kinds and degrees, so far as they may become the sub- 
ject of invested cost in obtaining them, so far as they are bought 
and sold as steps in competitive-productive investment, or are 
vendible upon the market as capitalized dividend-paying proper- 
ties. All of these are capital for our present purposes, the value 
investigation, since they get into costs in the actual competitive 
market production of such commodities — hats, wheat, machinery, 
stocks, etc.—as are actually marketed. All things which from 
by capital? At Mill’s time it had become no longer possible to be overlooked that 
society was in a régime of employer production. Mill accepted from the business 
world the business basis of reckoning —a computation according to competitive 
entrepreneur costs. Since Mill’s time, with the exception of Cairnes’s belated and 
reactionary crusade, there has been practically no systematic cost doctrine that has 
not sounded in terms of entrepreneur cost, with its implied recognition of the 
underlying concept of entrepreneur capital. 


* To deny the term “ capital ” to these immateral value items, and to call them 
merely property, as would Fetter, does indeed obviate any necessity for distinguish- 
ing between social and private capital, but the necessity still remains for doing 
something with this property — a serious matter in itself — or of excluding it from 


economic consideration —a still more serious matter. 
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the entrepreneur point of view appear to be expedient expenditure 
for the purposes of creating either a commodity or a situation of 
market value are outlays of capital taking rank as costs of pro- 
duction. When the purchase of machinery is an advisable move 
in business policy, capital goes into it as at another time into land 
or rent or wages; when, in good business policy, a franchise must 
be had or a patent procured, capital is, in either case, so directed 
as to accomplish the necessary thing. When, for equally cogent 
business reasons, legislatures or city councils must be bought, the 
necessary outlays are, for cost and value purposes, precisely like 
expenditures for machinery or for the control of patented pro- 
cesses; tramway stocks and sugar-refining stocks are equally 
capitalized situations, business-wise obtained by the expenditure 
of capital. So the expenses of stifling competition are capital out- 
lays, invested as the costs of a monopoly to be obtained; so also 
the tribute paid to escape cut-throat competition is a capital cost of 
production.® 

That for purposes of competitive production the only impor- 
tant fact for cost is the outlay, and not at all the direction of it — 
technological or other — may perhaps be made clearer if we set 
ourselves to observe the different ways in which different entre- 
preneurs in the same line of production go about to achieve pre- 
cisely similar ends. Of six farmers, with substantially similar 
farms and inheriting or borrowing an equal fund of purchasing 
power, one will buy more land, another more machinery, a third 
will hire more labor, a fourth will buy more draft cattle, a fifth 
will increase his herds, a sixth will enlarge or improve his sheds 
and barns; but all will, in essential similarity, be devising ways of 
most gainfully putting product upon the market. True, there 
would be room enough here, were it to the purpose, for techno- 
logical distinctions between the various factors of production, 
but it is clearly not to the purpose; no one of these productive 
outlays is any more or any less a cost than any other; and no one 
of them is a cost by virtue of its labor or its pain content, or of its 
abstinence quality, but only of its capital outlay. 


*°Cf. Veblen, The Theory of Business Enterprise, chap. 6, “ Modern Business 
Capital.” 
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Lest the argument seem to imply too much, or its conclusions 
to extend too far, it may be permissible to repeat that no abandon- 
ment of the technological concept of capital is advocated or could 
be admitted to be desirable, but only that this technological con- 
cept be accepted as such, and that its distinctly social bearing and 
significance be recognized. Nor is any attack intended upon the 
principle that, from the social as well as from the individual point 
of view, all wealth postponed in consumption is capital. But it is 
here insistently urged that the category of private capital must not 
be abandoned, but enlarged to be as wide as the concept of com- 
petitive capital; and that this latter concept needs not only recog- 
nition, but a markedly increased emphasis as surpassingly impor- 
tant among capital concepts; and all this to the end that economics 
may preserve some practical relation to the actual business life of 
a competitive entrepreneur society.?° 

In a later article something further may be said regarding cer- 
tain subordinate capital concepts— especially abstract capital as 
against loan-fund capital—and as regards also the bearing of 
these subordinate concepts upon certain theoretical and practical 
problems; more especially the relation between private and social 
saving, the processes and methods of credit in its relation to the 
different aspects of capital, and the relations between savings, 
private capital, and commercial crises."? 

H. J. DAVENPORT. 


Tue UNIVERSITY OF CHICAGO. 


” This concept of capital is substantially the same as that which, from another 
point of view and for entirely different purposes, is set forth by Professor Veblen 
in his Theory of Business Enterprise. 

“In certain important particulars the foregoing argument and its conclusions 
are obviously at one with the views of Professors Fetter and Fisher. Social 
capital one may be content to define in harmony with Professor Fetter’s formula- 
tion; but there must be sharp dissent from the abandonment of the private-capital 
concept. Professor Fetter’s formulation, while entirely adequate from the social 
point of view, and important for theoretical doctrines as viewed therefrom, can 
scarcely be regarded as of theoretical adequacy or of practical service when carried 
over into the field of existing facts. 

Nor does it appear possible to work out anything like approximate coincidence, 
as does Béhm-Bawerk, between social and private capital, private capital being 
held as somewhat the more inclusive concept. Fetter and Fisher have sufficiently 
shown the arbitrary and illogical character of this procedure. Private capital, if 
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there is any such thing, is widely different from a category collateral to and supple- 
mentary to the social capital concept. 

But it is not so clear whether, under Professor Fisher’s reasonings, there may 
not be room for the entrepreneur-capital concept above set forth. Certainly the 
citations from ante-Smith usage, as well as from later usage, admit, if indeed they 
do not impose, the private business concept; e. g.: 

1612: “La sorte principale que é quella quantita di danari, che pongono i 
mercatanti in sui traffiche.” 

1694: “ Le sorte principal d’une dette.” 

1611: “ Wealth, worth: a stocke, a man’s principal or chiefe substance.” 

1730: “‘ Capital stock [in trade, etc.] is the stock or fund of a trading com- 
pany, or the sum of money they jointly contribute to be employed in trade.” 
And so, substantially, Rider, 1759; Dyche, 1750; Nicholson, 1818. 


1859: “On donne vulgairement ce nom a toute somme amassé, et plus par- 
ticuliérement a celles qui, placées ou prétées, peuvent produire intérét.” 
1883: “The amount of money or property subscribed or employed in a 


joint-stock association; the money assets invested in business by a trading firm 
or individual; the net worth of a party.” 

The foregoing citations are all from among those collected by Professor 
Fisher and quoted by him in the Quarterly Journal of Economics, May, 1904; 
which see. 

Read with the necessary bias, also, Professor Fisher’s formulation is wide 
enough to admit of the entrepreneur concept: a stock (of wealth or property, or 
the value of either) existing at an instant of time, as distinguished from income, 
which is a flow through a period of time. But inasmuch as this interpretation 
would make the formulation do duty for two entirely distinct and inconsistent con- 
cepts, it is perhaps not fairly to be claimed or imputed; Professor Fisher’s point 
of view and reasonings are prevailingly social in character. So Professor Tuttle’s 
notion, “ surplus wealth as a possession” (Quarterly Journal of Economics, Novem- 
ber, 1903), appears to be an unwarrantable joinder of social and competitive con- 
siderations, or, perhaps better, an impossible compromise between them. 

In last analysis, however, the objections to Professor Fisher’s view are best 
appreciated by following out rigorously his distinction between fund and flow, 
a distinction of unquestionably great value, but made overdecisive for the purposes 
in hand: 

Capital and income being made correlative terms, all flow being income, 
and the fund giving origin to the flow being capital, wages thereby become a sub- 
head of interest, and men, or their productive power, become capital. Fisher 
himself accepts this conclusion, but recognizes the awkwardness of it, and declines 
to regard it as essential to his main position. But it is none the less true that 
giving up this point necessitates the abandonment of the fund-vs.-flow distinction, 
at all events for the main purpose to which it is applied. 

Resting upon this view of man as capital, debts and franchises are by Fisher 
included within the capital concept, as parts of the fund, since they are liens against 
men — mortgage claims, so to speak, upon the human-capital items. But if it is 
permissible to refuse to regard men as capital, there is logically no place for 
choses in action, unless upon the acceptance of the private-capital concept —an 
outcome which both Fetter’s and Fisher’s views are especially recommended as 


avoiding. 











THE PRESENT FINANCIAL AND MONETARY 
CONDITION OF JAPAN 


I. RECENT FINANCE AND THE WAR 


War loans.— The leading feature of the present financial posi- 
tion of the Japanese government is the loans issued and to be 
issued in connection with the war. The expenditure for one year 
of the present war has been estimated at Y.576,000,000. An 
internal war loan of Y. 100,000,000 under the name of “ treasury 
bonds,” payable in six instalments, of which the second has 
recently fallen due, was issued in February, 1904, at 5 per cent., 
to be repaid in five years, and that loan was oversigned by a very 
considerable amount. Later’ it was announced that the govern- 
ment would issue a second series of “exchequer bonds,” to bear 
interest at 5 per cent., and to be redeemable within five years from 
the date of issue. These bonds were to be placed on the market 
at the minimum price of Y.95 per Y. 100 face value. 

On May 10, 1904, moreover, the following imperial ordinance 
was published in the Official Gazette relating to a new Anglo- 
American loan of £10,000,000: 


IMPERIAL ORDINANCE No. 138 


ArticLe I. The sum of £10,000,000 will be raised in London and New 
York by public loan bonds in compliance with Law No. 1 of this year. The 
public loan bonds will be issued by underwriters. 

Art. II. The bonds will bear interest at the rate of 6 per cent. per annum. 

Art. III. The face value of the bonds shall be repaid on April 5, 1911, 
provided that after April 5, 1907, the whole or some part may be repaid at any 
time acording to the convenience of the government, such repayment to be duly 
advertised in the papers six months previous. In the case of the repayment of 
a part of the loan, lots will be drawn at the branch offices of the specie bank in 
London and New York, and the numbers of the bonds drawn will be advertised 
in the papers one month before the time of repayment. 

Art. IV. Interest on the bonds, including the month of payment, will be 
paid half-yearly on April 5 and November 5. 


* May 10, 1904. 
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Art. V. The bonds will be issued for two denominations, namely £100 
and £200. Each bond is unregistered and has interest coupons attached with 
the sum stated in English values. The rate of exchange between English and 
American money will be $4.87 for one pound sterling. 

Art. VI. Interest coupons for the full period of the loan and bonds 
drawn by lottery will be accepted in payment of customs fees at the rate of 
2s. Yad. for every Y. I. 

Art. VII. Repayment of the principal and interest shall be guaranteed by 
a first claim on the customs revenue. 

Art. VIII. The value of the bonds will be £93 10s. for every £100 men- 
tioned on the bonds. 

Art. IX. The subscription to the bonds shall be paid in four instalments 
from May to August, 1904; that is, one instalment a month. 

Interest for the half-year shall be paid on October 5, 1904, to the sub- 
scribers to the bonds, as stated in the preceding paragraph. 


SUPPLEMENTARY PROVISION 


This imperial ordinance shall be in force on and after the date of promul- 
gation. 

The instalments in which the treasury bonds issued February 
are payable as follows: 


(1) Y. 2—on March 21, 1904 


(2) I15— 
(3) I5— 
(4) I5— 
, (5) I10— 
(6) 15— 
(7) 15— 
(8) s— 


These bonds bear interest at 5 per cent. per annum, payable in 
July and December, and are redeemable within five years from the 
date of issue. 

Government resources.— Of the estimated cost of the war, up 
to the end of 1904, amounting to Y. 576,000,000, Y. 461,000,000 
is to be provided by the issue of bonds and temporary loans; 
increased taxation is to yield Y. 68,000,000, and Y. 47,000,000 is 
expected from surpluses of revenue. Since the promulgation of 
the imperial ordinance in February last the steps taken by the 
government to raise war funds have been as follows: 
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By treasury bonds just referred to 
Brought over from funds of special accounts 
From temporary loans 


Of that sum about Y. 50,000,000 had been expended up to 
March 15, including the money paid for the warships “ Nishin” 
and “ Kasiga.” Deducting the above amount from the estimated 
total of Y. 576,000,000, we find that Y. 420,000,000 had then 
still to be provided. Of that amount Y. 380,000,000 is to be 
applied for the expenditure for the army and navy, from April to 
December, and Y. 40,000,000 is to be set aside as a reserve fund. 

The sources from which the above sum is to be obtained are 
defined as follows: 

Increased taxation 
Surplus in the general budget 


Money to be brought over from the fund of special account.... 
Public loan bonds, exchequer bonds, and temporary loans 


The reserve fund of Y. 40,000,000, as mentioned above, is to 
be raised from curtailment of administrative expenditure, post- 
ponement of public works, etc. 

As the 25,000,000 already taken from special accounts, and the 
same amount to be taken from special accounts, and the Y.31,000,- 
000 already raised by treasury bonds —that is, a total of Y. 81,- 
000,000 — will have to be refunded and redeemed in due course 
of time, a total of Y. 361,000,000 bonds had to be floated, in addi- 
tion to the Y. 100,000,000 bonds already issued. Of the former 
sum the Anglo-American loan, roughly, covers Y. 100,000,000, 
the treasury bonds about to be issued just now another Y. 100,- 
000,000, so that Y. 161,000,000 has still to be found, and, in due 
course of time, another Y. 100,000,000 to redeem the first issue of 
treasury bonds to that amount. 

Assuming that the Y.161,000,000 can be obtained at the 
same rate as the Anglo-American loan, the interest annually pay- 
able will be as follows : 
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Treasury bonds, 100 million at 5 per cent...........ceceeceecees Y. 5,000,000 
Treasury bonds, 100 million at 5 per cent.............ceceeeeees 5,000,000 
Anglo-American loan, 100 million at 6 per cent............02ee0- 6,000,000 
Loan to be issued, 161 million at 6 per cent..............eeceeees 9,666,000 

ee IS SI 6,5 i svi cidieiccsdncs yeti eissisalen Y. 25,666,000 


Ability to carry the burden.—It may be questioned whether 
a country engaged in a war will show, or continue to show, any 
surplus of revenue. It will perhaps be safer not to count upon 
that. But there would still be the 68 odd million from increased 
taxation, so that there would be an annual amount of 23 odd mil- 
lion for the redemption of loans and bonds, at which rate— 
excluding the prospect of a second war, or, rather, of the second 
war—the entire indebtedness would be cleared off in about 
twenty years; always assuming that the people can and do bear 
the burden of the increased taxation so that receipts do not fall 
below the estimate, and that further expenses for armaments and 
for the army and navy do not make new and heavy loans neces- 
sary — which, however, is not to be expected. 

But the loans have to be repaid in a very much shorter period 
than twenty years; they have to be repaid in five years. When 
supposing even that 161 million has been repaid in that time, 800 
million more will have to be repaid, even if no new loans are con- 
tracted in the meantime; and that that will be the case is more 
probable than not. At the end of five years, therefore, the pros- 
pect is that at least 300 million yen will have to be borrowed 
again, and in the meantime all public works suspended at present 
will have to remain suspended. During the war also, it must be 
remembered, the ablest and best men, the pick of the country, are 
taken away from agricultural, industrial, and generally productive 
pursuits, so that the country suffers a large indirect loss whose 
amount cannot readily be estimated. It seems to be certain that 
the estimates of the government, in spite of these facts, are based 
not only upon an undiminished productive ability of the country, 
but upon the assumption that a diminished number of wealth- 
producers—and many of them, moreover, of inferior physique 
and ability——can bear an increase of about 43 per cent. in taxa- 
tion, the estimated total of the revenue from taxes for the year 
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ending March, 1904, being 158 odd million, and the present 
increase 68 million. 

I must leave it to those better versed in political economy 
than I am to draw valid conclusions from these facts, and from 
other facts to follow. Mr. Kurino, the late minister to Russia, 
himself, in a recent interview at Singapore, expressed his doubts 
as to the financial result of the war, and a Tokyo paper, in conse- 
quence, attacked him as “unpatriotic.” In case Japan is vic- 
torious throughout, it is true, there may be an indemnity to appear 
on the revenue side of the national account. But I have not yet 
met a single Japanese — officer, official, banker, or merchant — 
who thinks that an indemnity can be got out of Russia; and I 
share their opinion. The general view of the future, indeed, is 
that, win or lose, the war will result in direct and indirect loss to 
Japan. 

Errors in recent fiscal legislation One of the most unwise 
and most impolitic measures of the new “ Extraordinary Special 
Tax Law” undoubtedly is the increase of the business tax by 
70 per cent. It is not only certain to defeat its own ends, but will 
result in killing a number of small businesses, while it will be 
severely felt even by those in better circumstances, and all the 
more so as the income tax —that is, the tax on the net returns 
from the same business — is also increased by 70 per cent., so that 
those, for instance, who so far have paid Y.200 for both taxes 
will henceforth have to pay Y. 340; and that makes a very per- 
ceptible difference. Since February, 1903, when the war cloud 
first began to loom upon the horizon, business has suffered, and 
as the weary months, full of doubt and anxiety rolled on, com- 
plaints were heard on all sides and in the press, and the govern- 
ment was urged to make an end of the uncertainty that paralyzed 
all enterprise and threw workingmen and women out of work. 

Since the declaration of war things have gone from bad to 
worse, so that in many, if not in all, foreign business houses busi- 
ness is practically at a standstill, and the absence of wheeled traffic 
in the streets, carrying merchandise to and from the warehouses, 
which stand side by side with office buildings and residences in the 
foreign settlement, shows that the general complaints about the 
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continued stagnation of business is not mere idle talk. Both 
among foreigners and Japanese there are those who have already 
shut up altogether, or who have discontinued this or that formerly 
fairly profitable branch of business, and there are others who are 
between two minds whether they shall close up or keep on, while 
many merchants refuse to take contracts for goods, for fear of 
adverse fluctuations of exchange caused by probable further 
exports of gold. Under such circumstances, then, the Japanese 
government has thought it good policy, good political economy, 
to increase the business tax by 70 per cent. 

Industrial situation of Japan.— However, there is much, very 
much still to be done in Japan, and not nearly sufficient hands 
able and willing to do the day’s work of the country. But, some 
may ask, what is all this we have heard and read about the abund- 
ance of cheap skilled labor in Japan? 

The foundation of the finances of the country is and can be 
laid only by the workers of the country, and the workers of Japan 
have largely been judged by the carloads, nay by the shiploads, 
of so-called “curios’’ which the country —if I may use a some- 
what coarse, but in this case correct, term— has vomited, among 
them real and pleasing works of art, but, for the most part, coarse, 
vulgar, gaudy, glaring stuff that might, for a time, delight the 
denizens of Chatham Square and Mulberry Street, or of the 
Barbary coast in San Francisco—and it may have palled even on 
them—but which the Japanese themselves would not have in 
their houses. 

But when it comes to practical trades and tradesmen — such 
as house carpenters, joiners, blacksmiths, glaziers, goldsmiths, 
tailors, engravers, printers, compositors, bookbinders, etc. — there 
is a different story to tell. Japan has no trade legislation whatso- 
ever, no system of apprenticeship, no journeymen, no masters. 
No one ever learns a trade, or even in course of time comes to 
understand the work of his trade, in all its branches thoroughly. 
Boys, apparently under no control on the part of their parents, 
enter offices and workshops when they please, and leave when 
they please without notice. Workmen of all trades do the same, 
and the law affords no remedy in case of loss through the leaving 
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of workmen, or caused through their carelessness and indifference 
or ignorance of their trade, short of a lawsuit that might last for 
months or for years. 

There is no competition in the labor market. The demand for 
skilled, or even half-skilled, labor is always far in excess of the 
supply. Thus, for instance, it took about two years to build a 
stone bridge of only one arch at Shimbashi in Tokyo over a 
shallow creek only sixty feet wide, and about the same time to 
build a similar bridge at Nihonbashi, Tokyo, over a creek only a 
few feet wider. A day’s work, therefore, is an altogether unascer- 
tainable quantity which has all manner of proportions to the day’s 
pay. Workmen and artisans of all classes, therefore, must be very 
much left to do as they please, for there is work to be done waiting 
for them everywhere, and the man who leaves one place today is 
received with open arms at another tomorrow, if he chooses to go 
to work again so soon. On the other hand, Japanese workmen 
are almost without exception of sober and cleanly habits. Under 
such circumstances, however, it is absolutely impossible to develop 
the natural resources of Japan to their fullest extent. The fol- 
lowing statement? will serve to illustrate the subject: 

The principal natural products of Japan are copper, coal, tea, rice, and silk. 
We shall now give the values of the export of these goods for 1902, the figures 
for silk, however, including manufactured silk: 


EXPORTS 
1902. 
DE  cKcadddexanieesaceanewedes Y. 10,261,984 
RE 6st tentecne eeasscessaceas ane 17,270,516 
. cc. ctddead band tekdamane anes 10,405,587 
DDE ad. cum sdaeamedaneaae whales 6,679,574 
ME. seciakanndess Re ee ok oer 113,605,639 


Y.158,226,170 

The total amount of exports in 1902 was Y. 258,303,064. Deducting the 
above amount from this, we obtain Y. 100,077,894, and assuming that 90 million 
of that amount represent the output of the skilled labor of Japan, and the 
balance the remainder of raw materials, we find that the general industrial 
output of Japan for 1902 was about Y. 2, or 4 shillings, per head of the popu- 
lation, or 34 sen per head per working day. That shows the intellectual and 
physical capacity of Japanese skilled labor outside of the silk industry. 
*? Taken from the Eastern World of March 19, 1904. 
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These facts were adduced in contrast to the extraordinary 
ability the Japanese have displayed in naval and military matters, 
and they also explain the necessity for large domestic and foreign 
loans for military and naval requirements — of loans so large that 
they are out of all proportion to the producing ability of the 
people, and to the increase of the population. The same facts, 
apart from legal disabilities from which foreign enterprises suffer 
in Japan, also explain why the cry for foreign capital has found 
no echo abroad, for an indispensable requirement for the employ- 
ment of capital is an abundance of reliable skilled labor obtainable 
at all times without any trouble, and at rates in proportion to the 
earnings; and those conditions are absent in Japan. 

Taxable capacity of the people What then is the ability of 
the people to: bear the new loans and the increased taxation? 

Twenty years ago the population was 37,751,764, or, roughly 
38 million. Today it is 46 million. Twenty years ago the taxa- 
tion was 64 million; today it is over 158 million. While the 
population, therefore, has increased a little over 20 per cent., the 
taxation has increased 150 per cent., and the present further 
increase of 68 million will make the total increase of taxation 
over 335 per cent. These figures speak for themselves; but they 
must not be taken alone—not without also considering the pro- 
portion of the increase of trade during the same period. In 1884 
the import and export trade of Japan amounted to Y. 63,544,113. 
On the other hand, for 1903 it amounted to Y. 606,637,960, that 
is, to nearly tenfold that amount. It would be rash, however, to 
draw any conclusions from these figures. What we have to con- 
sider first are the results of that trade, the relations between 
exports and imports, and there we find a very heavy balance 
against Japan. For the last twenty years we find an excess of 
imports over exports of Y. 358,813,906, and an excess of exports 
over imports of Y. 110,816,113, so that at the beginning of 1904 
we have Y. 247,997,793 excess of imports as the balance of trade 
against Japan, which has to be paid in one way or another, and 
which the future is likely to increase. The increase of imports 
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begin with 1894, the year of the war with China, and, with the 
exception of the year following it, it has continued since, the year 
1898 showing the largest excess of imports, with Y. 111,748,404. 
The ability of the people under such conditions to bear an increase 
of taxation of 335 per cent. against twenty years ago must be 
questioned, and it seems to me, from what I hear and see on all 
sides, that the complaints of the people about hard times have very 
good grounds; that those who entered upon the present war for 
fear of Russian encroachments have not chosen the lesser evil; 
and that the people of Japan cannot bear the present loans and 
taxation without great and continued sacrifices, which must 
injuriously affect the development and material welfare of the 


country. 
II. GENERAL FINANCIAL SITUATION 


Loans.— The total amount? of Japanese loans in March, 1903, 
stood at Y.559,621,011. The various items are as follows: 


Old public loan . 4,160,636 
Hereditary pension bonds, 6 per cent 19,630,475 
8,297,300 

167,128,350 

Railway loan at 5 per cent 37,248,900 

Railway loan at 4 per cent 17,577,750 

War loan at 5 per cent 115,641,150 

Public works loan at 5 per cent 60,134,600 

Public works loan at 4 per cent 78,052,250 

Hokkaido railway loan at 5 per cent 

Hokkaido rai!way loan at 4 per cent 

Formosan public works, 5 per cent 

Loan for redemption of paper money 

Temporary loan to cover expenses connected with Formosan 

public works 
Temporary loan for covering deficit of iron foundry fund 


Y. 550,621,011 


® This total, however, does not agree with the total first given, although all 
these figures stand on the same ine in the Financial Annual. There is a difference 
of Y.1,543,247, and there is no explanation for it. By just so much the addition 
of the Financial Annual is wrong. We turn to other sources of information, 
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On those loans an annual interest of 27 odd million has to be 
paid: on the first national loan, 5 million; on the Anglo-American 
loan, 6 million; and on the second national loan about to be 
issued, 5 million; that is, for the three loans, 16 million, so that 
we shall shortly have a total of Y. 43,000,000 annual interest for 
the national debt; and since 161 million, as shown above, still has 
to be found for the conduct of the war, about 10 million more 
interest has to be added, so that we have to face a future annual 
interest of about Y. 53,000,000, or about Y.1.15 per head of the 
population, against a taxation of about Y. 3.61 per head at the 
former rates, to which, however, Y. 1.46 per head will be added 
now through the increased taxes for war purposes, making the 
total Y. 5.07 per annum per head, against a total of Y. 6.30 per 
head of exports during the year 1903. The imports during the 
same year, however, amounted to Y. 6.90 per head, so that 60 sen 
per head to be paid for imports must be added to the taxation of 
Y. 5.07 per head. 

It will be of some interest then to see how the household of the 


state was ordered for the year 1903-4. The budget for that year, 
of which, of course, the expenditure for the present war forms no 
part, was as follows: 


therefore, for an explanation, and come to the Résumé statistique de Empire du 
Japon for 1904, which is issued by the Imperial Bureau for General Statistics. 
There we find all the above fifteen heads and corresponding figures, but also a new 
item, namely, paper money in circulation, Y. 1,543,247. That is the exact amount 
missing in the Financial Annual. In view of the fact, however, that there are 
Y.194,000,000 of paper money in circulation at present, that item requires an 
explanation which I am not in a position to give. 

It may not be unnecessary further to state here that the amounts of loans 
remaining at the end of the (? financial) years from 1870 to 1902 inclusive are 
quite different in a work published last year, at the request of Baron Hirata, the 
minister for agriculture and commerce, by Mr. Haruki Yamawaki, the minister’s 
private secretary, the difference for the year 1895, for instance, amounting to 
Y.76,316,611, the totals for 1902 showing a difference of Y.14,594,871. There is 
probably some good reason for these differences, but since the figures must neces- 
sarily have the same source, it seems that there should not be differences of many 
millions between the amounts of the several years, nor any material difference 
between the totals. 
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Sources oF REVENUE 


Ordinary 
Taxes 1903-4 

(Estimated) 
MONE - x Fea cancegiedconcencadncaanescesanceepauueensnanee Y. 46,996,212 
NAN csc dca ac gel calc thal wc coee dict ak ca © eran ee ea Re OR ae Aa 7,412,801 
NOD |i 5i64 cecicevececateadsaceqeeenascedsecunnesaals 6,792,818 
MON kcbicdcdeccdectabucedoussesssacentadeteneesseauun 66,535,404 
MED sc cnndnadiesnesnadinstudidsancssstabesaaorabaweseees 3,444,034 
ITI 5 a. ric. ntig an dig, ye Addn ee aaa naa Races 16,570,635 
ED i cchanicasadeddumanauayneeauaaasneseceamuadsn ee 7,184,637 
SE III os deceit ccs c aches tasncacddasaaamoenedeeaen 3,552,083 
ND sdb ch widbaadekceudchead ened cbeiassutidceniesaemee Y. 158,488,644 
UNI. cricewsrerddiesseid cscs desasaccanoaseuseenssees Y. 13,532,121 

Receipts from public undertakings and state property, post and 
RR BRNRNIEE a ccacccdccesircsacesdaccecesscneannses 25,915,940 
‘| SNL. - fies Srincid ss kedectadedenaasasuad wecestanneckwasicaseabe 2,955,301 
OEE CE TREO GRO nooo odo nnn ds biccsicsesisccéccse 12,609,012 
NN MID isos) css cas caenheesneoenedssssaseeabeaucaeed 8,785,089 
Other receipts from public undertakings and state property...... 2,477,120 
MEE canecusincedideceuiatssniekeeuiesebhennemeseeacen Y. 52,739,522 
BOO es IN CII iio 0k kkk kdviddadicdccdcceses Y. 3,300,805 

Transferred from fund for redemption of Formosan public- 

GE TOE 6 i.dc ctu cidranccassassateiabeiccntinscnesaccs 1,350,000 
OmmeNee GHGS GINO TG ook gino ci cccccindcieccccocces 500,000 
Ree SIND BONINOD 66s caccrcscccnasacedecnsseaecosen 1,882,407 

RE OE SR TI ni 55s iia cinccdiccdececcaccd Y. 231,802,499 
Extraordinary 
Proceeds Groms etabe qraperty GO8E. 6... cn ccccccccesccccccccsccecs . 4 804,375 
Local contributions to expenses incurred by the state for the 

ene OE GONE DOIN 65:6 oss cc Sccccaiccsccccsces 1,076,800 
Receipts from the issue of public loans. ...........ceeeeececeees 7,427,683 
Ce Ty BUND oo. oi ncidcdccecsciwincccecisccdicade 3,574,717 
re Sn SII 564 6 46:6. 05c0 su dandencescdicsinsacces 2,145,904 
er II, GOED hi kind oes icdcccdeccdscdeteseacoscs 4,759,983 

Wetal GE GAIMAOEINOTY COUGIIIRS o.oo 6 ccc cecccccccvccceesese Y. 109,879,462 


Rear r ae rre Meer ee ny ne enema ear eaear  re T Y. 251,681,061 
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BRANCHES OF EXPENDITURE 


Ordinary 

(Estimated) 
EN I 5.5 Kt0bsdsddadaceciayiiasceesch eee Y. 3,000,000 
I AUN iiicils ccstbincrcsncaisslew gee ania wea ee one asenwa anata 2,284,160 
MN II 4. n.ss-sccecnaccecan dae sudipueucelbeesiacauae kde 10,627,469 

Finance — 
PT GN CIID 55 6.0.0 hike o.:c5.86sdsesendannsccdcnesas 42,402,101 
COE SAU IIE igs sibs Rik ocdicda dsecdadsdceaecdedcar 19,468,526 
PE onic aesaseie ten sddecéantateearasiaeesecauseaan esses 38,495,727 
BIE sioic:s.cameiaoinccadaseusieus aad pEmeea eee ee aldee aad 22,077,605 
WINE. icc cnarsinvicn be saee ad nome naacepaineas cos dia-cmeamasmcene 10,563,532 
ee III 5 6ic4se06snscsenmasscananadesanesiaamuenecion 4,094,286 
ee POCO TE CTE TELE OCTET OPO STOTT 2,943,949 
RE EE CTT TEST TEE eye 21,606,676 
WE Sihdcsudnssadidscubewannansinsaboncsnasunsanenaene Y. 178,461,121 

Extraordinary 

WO IID. 0.0 bis bed dc da es aRAR hse miencdceumesbeeedenean ¥. 108,765 
RRND NEIL 555... a;a caida va tere ialoeatacasacdined awe Raids orate aaa 16,708,430 
BN 5h. bbs cnsnina ke xe pacisheneissnsaaeknan bebe Mimi maaan 5,123,051 
WE .dis.5.cscdsssandadsacoudscemasecus tata sen ems ecae nea 3,676,241 
BEE GN cbcedesedepiwnessdsbdehoddawaresateaaedeshadoessiakes 7,118,575 
MN: ict conse mca eednnaciseeOwasae arcana henaseaemeteseiea 543,907 
ee IID 6 ca rnedineddcccaeoe cdesiaueastadesueebaneues 1,665,080 
DS IE CII ook 6nd o Sa Recs Sanbeewesasetanes 7,469,752 
SIND eiccricndcndsdpetunsndsebGnaeeatisenamaeansaas 23,873,524 
WE. knediaennsaddpioasesaccsaguadeasetedessaaanaesawae Y. 66,288,225 
ME IID hiiesd octacccdicceaeacamcaononsanacemenneaieee Y. 244,752,346 


Deducting from the total of the taxes the amounts of the 
income tax and business tax, we have left Y. 144,283,025, and 
deducting from the total of 68 million increase of taxation the 
proceeds of the 70 per cent. increase of the income tax and busi- 
ness tax with Y. 9,943,933, we have Y. 56,057,067 increase of 
taxation left, which represents an increase of nearly 39 per cent. 
on the taxation outside of the income and business tax, so that an 
exceptionally heavy penalty in the shape of taxation is attached 
to the carrying on of business and to incomes from business dur- 
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ing the war, when business is already suffering from a variety of 
causes incidental thereto. 

Among the items of the expenditure it will be noted that only 
Y. 6,659,366 is allotted to public instruction — that is, about 14.5 
sen per head per annum —and only Y. 10,413,701 to agriculture 
and commerce, or about 22.7 sen per head per annum, while it 
requires about Y.1.36 naval and military expenditure per head 
per annum to protect the results of the work of those 37 sen per 
head per annum — that is, about four and a half times the amount ; 
and it should be noted that the year shows an extraordinary 
expenditure which, left out of consideration, would make the 
proportion still more unfavorable for the Educational Depart- 
ment and for the Department for Agriculture and Commerce. I 
question very much that such a proportion is indicative of a 
national policy whose principal object is, as it should be, the 
material increase of the happiness and prosperity of the people of 
Japan, and the development of the natural resources of Japan. 

Condition of banks.— Before entering on the details of this 
subject, I may say that the management of the larger banks, such 
as the Yokohama Specie Bank, the Mitsui Ginko, the Daiichi 
Ginko, the Dai San Ginko, and others, seems to be carried on with 
the greatest prudence and circumspection, and in accordance with 
the best and most conservative principles of banking, so that they 
are entitled to every confidence. Their semi-annual reports are 
generally published in the foreign press, so that any information 
desired on their working is open to all. The Bank of Japan, how- 
ever, is the only bank of issue, so that none of the other banks 
have any notes outstanding, and their semi-annual reports afford 
no exact information as to the amount of gold in their vaults. 
The amount is probably a very small one, as, according to a recent 
report of the Bank of Japan, or of the Finance Department, only 
18 million gold yen were in circulation; that is, presumably in the 
hands of the banks or in those of private persons, as gold is never 
seen in ordinary business, and as no payments in gold are made at 
the counters of any bank. Those desiring gold for Japanese gold 
notes can obtain it only at the Bank of Japan in Tokyo. A regu- 
lation to that effect was published a couple of years ago, so that, 
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although Japan is a gold-standard country, gold is not in circula- 
tion and can be obtained only in small amounts as a special favor 
from the banks. 

Thus, to return for a moment to bank reports, we find in the 
balance sheet of the Mitsui Ginko for December 31, 1903, among 
the assets the item “ Nippon Ginko account and cash on hand 
Y. 3,787,393.” 

In the Forty-eighth Report of the Yokohama Specie Bank, 
Limited, presented to the shareholders at the half-yearly ordinary 
general meeting on March 10, 1904, we find the following items 


among the assets : 
CASH ACCOUNT 


We ND es ic caous Y. 5,110,030 
rr 5,346,010 

—————_ TY. 10,456,040 
Bullion and foreign money.... 520,676 


How much of the above sums, except the last one, was repre- 
sented by gold is not known; but even if the exact amounts of 
gold in the vaults of all the banks were available, they would 
represent only a fluctuating quantity, so that we must be satisfied 
with the fact that a couple of weeks ago only about 18 million 
gold yen were in circulation in Japan. 

The following are the principal banks: 


Authorized Paid U 

Capital Capita 
Me ro oisc os conn eeterseaneaces Y. 30,000,000 Y. 30,000,000 
Vetmaiaaia Smecit ROME onions ic cccccccsicvsccce 24,000,000 18,000,000 
Hypothec Bails GF JOO oo... cc ccccscscctccus 10,000,000 3,250,000 
I I ON Sic ecisev cas da cdadsbeowecs 5,000,000 2,500,000 
Hokkaido Colonization Bank ................. 3,000,000 2,100,000 
Agricultural and Industrial Banks............ 28,370,000 27,657,234 
ee re 10,000,000 2,500,000 
1,867 ordinary banks (in I901)................ 365,031,900 251,700,369 
424 savings bariks (in 2908) q.... 6osccccccccsses 50,281,300 29,608,687 


Some fear has been expressed in the United States, I am 
informed, that Japan may have to suspend specie payments.‘ 
* EXPORTS AND IMPORTS OF GOLD COIN AND BULLION 
(From the end of 1882 iv beginning of 1904) 


Exports Imports 
Y. 150,206,317 Y. 189,023,905 
I Ee re Te Pere err re 
PU A BIRicais 6 cecncdsccsasiccceessd Sansstacns 654,508 








Y. 208,206,317 Y. 129,678,459 
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I do not think that will be done. National pride, which is a very 
strong factor in the national life of Japan, will prevent such a 
course; but national pride is not in itself a tangible asset. The 
question, therefore, is whether the facts given in this article 
justify such a fear or not. I do not think they do. The increased 
taxes, as above shown, leave a surplus over the interest on the 
present war loans for a sinking fund, and the question rather is: 
How much will Japan be able to borrow at the end of five years, 
and on what terms? 

And a still nearer question is: Where, on what terms, and on 
what security will Japan be able to borrow, in the course of the 
year, the 161 million still necessary for the conduct of the war up 
to the end of the year, after the second loan of 100 million in 
-treasury bonds, now about to be issued, has been issued ? 

These questions I must leave unanswered, because the next 
five years are certain to bring much that would make any present 
answer or forecast a mere idle speculation of no value whatsoever. 
As regards the general financial condition of the country at 
present, however, what with the necessity of suspending all public 
works from lack of funds; with loans just made, and further 
loans to be made in the course of the year; with the hypothecation 
of the customs revenue; with the already much prolonged stagna- 
tion of business, and with a war of uncertain duration and issue 
on hand, I think one would have to be very sanguine, or else paid 
by the government, to assert that it is a favorable one, or a situa- 
tion that is not fraught with serious difficulties. In February, 
1903, in a series of articles on the Financial Annual of Japan, 
which appeared in the Eastern World, at Yokohama, I also had 
occasion to call attention to the excess of imports over exports, 
and to criticise adversely the contemplated expenditure of 100 
million yen for naval expansion during the next ten years. 
Today, as shown above, we still have an accumulated excess of 
imports over exports of Y. 247,997,793, so that, as last year, all 
the gold in Japan would not be sufficient to pay it, and the budget 
for 1904-5 is certain to bring a still larger naval and military 
expenditure. . 

One of the articles just referred to said: 
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Japan has no lease of immortality, and her borrowing capacity may, and 
in all probability will, come to an end long before her need of borrowing, and 
what will be the result when that is the case, when that tomorrow comes which 
for the Japanese government of today has no existence? Her people will have 
been impoverished by excessive taxation, and millions will go to swell the 
already unproportionately crowded ranks of an unintelligent cooliedom that 
has absolutely nothing to give to the state but brute strength — strength that 
can pull and push and bear burdens, but which cannot direct. All the gold 
coin in existence in Japan in 1901 was only Y. 59,342,303,” and the amount of 
convertible bank notes in circulation was Y. 214,095,566. That is, for every 
gold note of Y.1 there were only 27 gold sen, and to that fact also must be 
attributed the abnormally high cost of living in Japan, or, in other words, the 
diminished purchasing power of Japanese paper money, which now, although 
promising payment in gold, purchases only about half as much as it did ten 
years ago. What, then, if events occurred to cause a panic, a rush for gold? 
Questions would arise at once which had better be considered now. The 
present gold notes are issued by the Nippon Ginko, and the Nippon Ginko, 
the bank of Japan, but not the government of Japan —- we have called attention 
to that fact before — promises to pay gold for these notes on demand. How 
is the bank going to do it? It is merely a figure of speech to say that those 
59 odd million of gold coin are in circulation, for, as a matter of fact, if the few 
gold pieces that were seen after the adoption of the gold standard would 
warrant the word at all, gold has completely disappeared from circulation, and 
to all practical intents and purposes never was in circulation. It has been 
hoarded, stowed away, as it was before the restoration. People who want gold 
for their notes have to go to Tokyo to the Nippon Ginko and get it. No other 
bank is obliged to, and no other Japanese bank will, pay gold for them, nor will 
a foreign draft for which gold has been paid in Europe be paid in gold coin in 
Japan, and two or three days ago we had occasion to give an instance of that 
kind in these columns. Then, in the case of a panic, the 27’ million which the 
people of Japan have in the savings banks, and which are to be, or already have 
been, invested in government bonds, will be called for and wanted — wanted at 
once, too. Where will those 27 million gold yen come from? Or does anyone 
think that Japan will never experience financial panics? The field on which 
they spring up has been admirably prepared so that the most complete success 
is assured, and battleships and steel cruisers cannot fight panics. England with 
all her wealth and immense resources has had ten panics, or monetary crises, 
in a little more than a hundred years (from 1763 to 1866), and Japan has no 
Bank of England to come to the rescue. The panic of 1866 in England began 
with a strong foreign drain in 1865. In January, 1866, the bank raised its 
rates to 8 per cent., there were a number of finance and discount companies 


5In 1902, Y.89,247,908. ®In 1902, Y.234,078,745. 


7 About the same at the end of 1902. No later figures published. 
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which had advanced funds to promote railways and other schemes which would 
not repay their cost for a long time, and several great railway contractors sus- 
pended, involving the companies which they had financed. In the begin- 
ning of May everyone knew that a monetary panic was impending. On May 9 
the bank raised its rate to 9 per cent., and on the roth Overend & Gurney, 
with liabilities of £10,000,000, stopped payment. There was a run on all the 
London banks, and the government, as it did in 1847, authorized the bank to 
increase its issue upon securities beyond the limits allowed by the act, at a 
rate of discount of not less than 8 per cent., promising to bring in a bill of 
indemnity if any infringement of the act took place. The government letter 
was made public, and that ended the panic of 1847. No infringement of the 
act took place, and the whole issue of notes in consequence of the letter was 
only £4,000,000. No sooner was it known that notes might be had than the 
demand for them ceased. 

That would not be the case in Japan. There the cry would be for gold 
by the holders of the bank’s notes, so that a government authorization to 
increase its note issue would only intensify the panic. Then let us assume 
that a foreign loan or other heavy payments — for battleships built in England, 
for instance — fell due at about the same time. The result would be a financial 
crash such as no other country ever experienced, and from which Japan might 
never recover. 

In the beginning of these articles we have endeavored to show that the 
returns from the income tax of Y.6,109,809 are unproportionately small, and 
that the returns which it should yield would probably be large enough to make 
the abolition of that very impolitic tax, the business tax, possible. The amount 
of the latter for 1902-3 is only Y. 6,604,003, and we feel sure that the restric- 
tions which this tax puts upon the establishment of new enterprises, and upon 
the growth and expansion of already existing business and manufacturing 
establishments, costs the state very much more than it brings. When the 
immense excess of imports over exports of recent years has been commented 
upon in the press; we have heard it said that the value of the money that 
has to be paid for those imports, to a large extent, is represented by machinery, 
tools, and implements of various kinds which remain in the country and are 
instrumental in producing wealth. That is true, and because it is true the 
government should do everything to foster productive activity so that some 
of the wealth to be produced -may be produced as quickly as possible, so that 
the debt for the excess of imports be got rid of as quickly as possible. Instead 
of doing that, however, the Japanese government, being continually between 
the Scylla and Charybdis of the army and navy with its funds, only realizes 
that it must have money to appease the clamor of the one and the other in 
turns, and hence the fact whether the way in which money is raised may be 
injurious to the development of trades and industries is never considered. 
Hence, as regards the unpaid imports of stock, plant, and machinery, upon 
which from 6 to 8 per cent., and in some cases perhaps more, interest has to be 
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paid until they are paid for, the government imposes another 1% per cent. upon 
the value they represent, as that value forms a part of the capital of the manu- 
facturing establishment in which it is used, and, not enough with that, from 
I to 3 per cent. more are imposed upon the net returns of what these unpaid 
imports produce under the heading of income tax. Nor is that all: the manu- 
facturer must also pay the government 4 per cent. (say four per cent.) upon 
the rent he pays, upon money that he pays out, and the landlord who receives 
the rent has to pay income tax on it, so that upon all house rents the govern- 
ment levies a total tax of from five to seven per cent.; and we can assure the 
Japanese government that foreign capital, which is so much desired in Japan, 
has inquired into these matters, and is mot going to pay 4 per cent. on the 
rental value of buildings it may require, and that it is mot going to pay an 
annual import tax of 1%4 per cent. on its amount as a business tax. That is 
one of the barriers which the unfortunate, and we may say unwise, necessities 
of the Japanese governmert have erected against the introduction of foreign 
capital, and we may frankly tell the government that our remarks on the sub- 
ject are attentively read in interested circles, and, we have reason to believe, 
acted upon. It is our honest opinion, then, that until the tax of 1% per cent. 
on manufacturing capital, and the exorbitant and especially obnoxious tax of 
4 per cent. on the rental value of buildings, or on any part of buildings, used 
for manufacturing purposes, is abolished, every yen realized from the business 
tax, in one way or the other, will cost the government ten. 


On the general state of business sufficient has already been 
said so that no further remarks on that subject will be necessary, 
and it is beyond the scope of this article to enter upon the customs 
returns for 1903 and for the first four months of the present year, 
although American exporters and importers would probably be 
interested in the details. 

I have no hesitation in saying that the policy of aggression 
upon which Japan has embarked in the alleged interests of peace, 
or, as some would have us believe, as a matter of self-defense, and 
the higher taxation and monopoly-mongering to which it has 
given birth, do most adversely affect, and will continue so to 
affect, the commercial and industrial interests and the develop- 
ment of the country. ; 


F. SCHROEDER. 
YoKouAMA. 











“OCCUPATIONS” IN THE TWELFTH CENSUS 


The volume devoted to occupations in the Twelfth Census con- 
stitutes a special report in which data regarding occupations are 
given in full detail. In conformity with the provision in the census 
law which required publication of the main reports before July 1, 
1902, such of the occupation data as could be prepared before that 
date were included in the general report on population, already 
noticed in this Journal. Many of the data, however, could not be 
handled in the time allowed, and have necessarily been held over for 
this volume. Question might very well be raised as to the wisdom 
of putting a time limit upon the Census Bureau which has to be 
evaded, and which has resulted in the publication of preliminary 
reports constituting the regular census volumes, supplemented by 
special reports in which data are more completely tabulated. All the 
advantages of early publication are, it would seem, secured by the 
issuing of census bulletins in accordance with the practice of the 
bureau. 

In the last three censuses occupation statistics relate to persons, 
ten years of age and over, “ gainfully” employed or “occupied in 
gainful labor.” This last provision somewhat uncertainly restricts 
the scope of the inquiry, especially as regards the inclusion or exclu- 
sion in the returns of women and children not regularly working for 
hire, but who do nevertheless “appreciably assist in mechanical or 
agricultural industry ’’—in agricultural industry more especially. 
It might be inferred from this that the data in these censuses are 
strictly comparable; but this highly desirable quality of the data has 
been much impaired by the character of the instruction given out to 
enumerators, and by varying degrees of carelessness, inexperience, 
and misinterpretation on their part. 

In the census of 1870 no age limit was specified, but the inquiry 
was not to be asked “in respect to infants or children too young to 
take any part in production.” This last injunction savors somewhat 
of the too obvious, but it is, nevertheless, not altogether clear why the 
census should have departed from the practice of 1870, and definitely 
excluded children under ten years of age. Justification seems to have 
been based upon the fact that comparatively few returns were made 
66 
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for those under ten years, but if there are children at work under that 
age, the fact ought to appear in the census data. Even though the 
number be small, its increase or decrease from decade to decade might 
be significant of social conditions. There is, however, evidence in the 
census returns, and it is a fact of common observation, that a con- 
siderable number of children under ten years are “ occupied,” in the 
census sense of that term. The number of children ten to fifteen 
years of age, inclusive, returned as at work during the census year 
1900 is 1,752,187, distributed by age as follows: 











Age Total In Agriculture 
Divssdaveceas 142,281 121,429 
_. Se Fe 158,860 131,812 
GBissc0s05006e 221,524 171,653 
|) ere 268,627 179,412 
aera 326,191 213,736 
Wikscassaceees 553,704 243,209 





The number returned for the age of ten years is sufficiently large 
to indicate considerable employment of children under that age. A 
further analysis of the total brings out the fact that most of these 
children in the lower age-groups are employed in agricultural pur- 
suits. After the age of twelve the preponderance of those engaged 
in agriculture decreases rapidly. It is probably true, however, that 
there is some falsification of returns for other occupations where 
legislative prohibitions are enforced regarding employment of young 
children.- 

The inclusion or exclusion of children under ten years of age is, 
however, a matter of judgment. What is of far more importance 
than this is the character of the data which are in fact given, and it is 
exceedingly unfortunate that our census data dealing with occupa- 
tions have perhaps been least satisfactory regarding exactly that 
group, composed of those aged ten to fifteen years, about which 
accurate information is most needed. It is estimated that something 
over half a million children in this group were omitted in the census 
of 1890, which were included in the censuses of 1880 and 1900. 
Moreover, the census of 1890 adopted an age-group ten to fourteen 
year, instead of continuing the age classification of 1880, ten to 
fifteen years. The last census has returned to the classification of 
1880. This necessitates “correction,” based upon estimates, of all 
data for 1890, where comparisons are to be made with the data of 
other censuses. 
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Aside from this unfortunate, and seemingly arbitrary, reclassifica- 
tion by age, which to a considerable extent invalidates comparison, a 
high degree of inaccuracy attaches to data for this group, which has 
pretty clearly resulted from blind and needlessly ambiguous instruc- 
tion given out to the enumerators. In view of past experience, it 
seems inexplicable that the phrasing of instructions on this point 
should have remained practically unaltered for four censuses. Take, 
for example, the following paragraphs of instruction sent out to enu- 
merators in 1900: 

219. The doing of domestic errands or family chores out of school hours, 
where a child regularly attends school, is not an occupation. But if a boy or 
girl, above ten years of age, is earning money regularly by labor, contributing 
to the family support, or appreciably assisting in mechanical or agricultural 
industry, the kind of work performed should be stated. 


Elsewhere, in paragraph 223, it is stated that a return is required 
for each and every person ten years of age and over who was engaged in 
gainful labor during any part of the census year (June 1, 1899, to May 31, 
1900, inclusive), or who is ordinarily occupied in remunerative work, but 
during the census year was unable to secure work of any kind. 


It is safe to say that no two men of average intelligence — in 
fact, no two trained statistical experts, certainly no two of the 53,000 
odd enumerators, green in the field — would put exactly the same 
interpretation upon this instruction, which is, to say the least of it, 
reprehensibly ambiguous and confusing. Possible interpretations, 
without assuming any undue perverseness of ignorance or stupidity 
on the part of enumerators, regarding children ten years of age are: 

a) All such attending school, during any portion of the census year, 
should be omitted, whether or not employed during some portion of the year 
in “gainful” pursuits —the word “gainful” being somewhat ambiguous in 
itself. 

b) That all such, attending school, but employed during some portion of 
the year, should be returned. 

c) That only those “earning money” during some portion of the year be 
so returned, whether attending school or not. 

d) That only those earning money regularly throughout the year be 


returned. 

e) That those regularly employed be returned, whether earning money or 
not, as for example, children at home helping in farm work. F 

f) That those “contributing to the family support” (whatever that may 
mean) be returned, if not in school. 

g) That they be returned whether in school or not. 
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h) That whether they be returned or not depends upon regularity of 
employment alone. 

i) That it depends upon gainfulness alone. 

j) That it depends upon attendance or nonattendance at school, alone. 

All this without taking into account the shades of ambiguity 
attaching to the final phrase “appreciably assisting in mechanical or 
agricultural industry,” which are altogether too manifold for analysis. 
This phrase, indeed, leaves the enumerator absolutely free and 
uninstructed upon a vital point. In view of the general injunction to 
make returns for those only who are employed in gainful labor, the 
specific instruction to include children who “contribute to family 
support” or “appreciably assist” in farm labor is confusing, and has 
resulted in the inclusion or exclusion of children capriciously — 
the omissions amounting, it is estimated, in 1890 to over half a mil- 
lion, although it is difficult to believe that any very accurate estimate 
can be made regarding the action of enumerators under this instruc- 
tion at the several censuses. 

In general it may be said that the instructions sent out to 
enumerators are susceptible of considerable improvement in respect 
to clearness. They have been in the past confusing, and not always 
free from ambiguity, and have relegated to the enumerator the task 
of making distinctions and of defining terms—which task the 
Census Bureau ought jealously to have reserved to itself. The 
enumerator is told what not to do, and is instructed to make dis- 
tinctions, but is not sufficiently aided to make them. It is, of course, 
possible -for an enumerator to distinguish one occupation from 
another, so far as his own field of work is concerned, but the impor- 
tant thing is not that his distinctions should be made, or that they 
should be well and wisely made, but rather that the principle followed 
by him in making them should be that followed by his 53,000 odd 
fellow-enumerators. Uniformity of classification can be secured 
only by great conciseness and completeness of instructions, and these 
qualities are somewhat lacking in the instructions sent out regarding 
occupations in the Twelfth Census, as they have been in previous 
censuses. Witness, for example, the following selected paragraphs, 
which are typical of the whole body of instructions: 

168. Distinguish between a wood-chopper at work regularly in the woods 
or forests and an ordinary laborer who takes a job occasionally at chopping 
wood. 

182. Distinguish a journalist, editor, or reporter, from an author or other 
literary person who does not follow journalism as a distinct profession. 
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183. Return a chemist, assayer, metallurgist, or other scientific person by 
his distinctive title. 

189. Distinguish carefully between a real-estate agent, insurance agent, 
claim agent, or commission agent, etc. 

191. Return an accountant, bookkeeper, clerk, cashier, etc., according to 
his distinctive occupation, and state the kind of service rendered. 

104. Distinguish carefully between a bank clerk, cashier in bank, or bank 
official, describing the exact position filled in each case. 

195. Distinguish between foreman and overseer, a packer and shipper, 
a porter and helper, and an errand, office, and messenger boy in a store, etc., 
and state in each case the character of the duties performed by him. 

In the above instances the enumerator is instructed to do that 
which the Census Bureau itself has not done, namely, distinguish the 
occupations mentioned, and give to each a clear definition. Obvi- 
ously, however excellent the definition which the enumerator gives, 
it will not conform to that given by his fellow-enumerators. In fact, 
however, the average enumerator cannot be expected to know how to 
make many of these distinctions. Popular usage is in many cases 
entirely misleading, as, for example, in the case of the word “ clerk,” 
popularly used to indicate a salesman in a store. Against this and 
many other popular misusages the enumerator is warned, but he is 
not sufficiently aided in constructive classification. Such terms as 
“journalist,” “editor,” and “reporter;” “accountant,” “ book- 
keeper,” “clerk,” and “ overseer ;” 


“ 


cashier;” “foreman” and 
“packer” and “shipper ;” efc., should be carefully defined for, not 
by, the enumerator. 

In the case of the wood-chopper above mentioned, the enumerator 
is virtually instructed not to be confused. The problem is the 
“ordinary laborer who takes a job occasionally at chopping wood,” 
and the enumerator should be definitely instructed what disposition 
to make of him — namely, to return him as a day laborer — if that is, 
indeed, the intention of the Census Office. 

It is needless to point out that such terms as “other scientific 
persons,” who are to be returned by their “ distinctive titles,” have no 
statistical annotation or value whatever, and, as might have been 
anticipated, reference to detailed tables reveals the fact that this 
group is most marvelously composed, as follows: 

“Authors and scientists ” 


Total “literary and scientific persons ” in the United States. 18,907 
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Other instances might be cited of indefiniteness and ambiguity in 
detailing the general instruction to return, for all persons ten years 
of age and over, “that profession, trade, or branch of work upon 
which each person depends chiefly for support, or in which he is 
engaged ordinarily during the larger part of the time.” 

It may be regarded as being unduly critical to object to the Eng- 
lish of the instructions, which is nevertheless unexceptionally bad. 
There is something painfully excruciating in such simple sentences, 
for example, as this: “ Return a veterinary surgeon separately from 
another surgeon.” Why not instruct the enumerator in homely 
English to “return veterinary surgeons as such; other surgeons, as 
surgeons simply” ? There is a wearying repetition of the injunction 
to distinguish carefully between this or that. 

To one unfamiliar with the practical difficulties of getting accur- 
ate returns for the census, it will seem that undue importance is 
here attached to minor details, but it should be borne in mind that 
the accuracy and significance of the census data depend absolutely 
upon the primary instructions sent out to enumerators. Ambiguity 
or lack of definiteness here means a vitiation of the census returns, 
which cannot be corrected by any subsequent refinements of tabula- 
tion in the Census Office. It is not at all sufficient that the instructions 
be susceptible of correct interpretation: they must be so absolutely 
simple, plain, and concrete as to make any misinterpretation of thein 
a criminal offense. The character of the census data is absolutely 
determined in advance by the character of the instructions sent out to 
enumerators. Care at this point is all the more essential because no 
amount of investigation later on can determine the margin of error in 
the returns due to misinterpretation of instructions. It should be 
taken for granted that the enumerator will misinterpret wherever 
misinterpretation is possible, and that he will be confused by the least 
suggestion of ambiguity, which may completely vitiate the returns 
secured by the expenditure of millions of dollars. 

In judging of the accuracy of the census returns regarding occu- 
pations the conditions of enumeration have to be borne in mind, 
namely, that the census enumerators, acting under their printed 
instructions above discussed, were securing information in answer to 
twenty-seven different inquiries, of which that referring to occupa- 
tions was one. The very complexity of their task must have increased 
considerably liability to error, and have made it exceedingly difficult 
for the enumerators to follow even the plainest and simplest of 
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instructions. It is frankly stated in the general introductory account 
of the work that the time allowed for preparation “was so limited 
that not much effort, beyond the printed instructions to enumerators, 
could be made to secure exact returns,” and that there was little 
opportunity for personal instruction of enumerators by the super- 
visors previous to enumeration, or for “close supervision of their 
work during its continuance,” or for correction of the completed 
schedules before sending them on to Washington. 

Bearing these facts in mind, we may pass on to a brief review of 
the data presented, with the object of determining, so far as possible, 
what the Twelfth Census has added to our knowledge of the popula- 
tion of the United States, as a working force, and what economic 
tendencies are in evidence. 

In one respect the policy of the Census Bureau is deserving of the 
highest commendation. It has taken great pains to secure a specific 
statement in each case of the kind of work done, independently of the 
object made, and, using this as a basis, has reserved to itself the task 
of classification. The whole concern of the enumerator has, there- 
fore, been to state specifically, in his own words, the kind of work 
done, and he has been especially warned against the use of general 
terms. The classification of occupations in the several censuses 
which have undertaken to secure data under that head may be briefly 
indicated as follows: The census of 1820 returned the number of 
persons engaged in agriculture, commerce, and manufactures 
respectively. No return of occupations was made in the census of 
1830. In the schedule of 1840 four new occupation-groups are 
added to the three of 1820, providing for those engaged in mining, in 
navigation of the ocean, in navigation of canals, lakes, and rivers, 
and in learned professions and engineering. In 1850 the first detailed 
returns were made of occupations, which were classified under 323 
designations “for free males over fifteen years of age.” In 1860, 
584 designations were used in classification, returns being secured 
“for free persons (without distinction of sex) over fifteen years of 
age.” In 1870 there were 338 designations, “ for all persons (by sex) 
ten years of age and over ;” in 1880, 265 such groups; in 1890, 218; 
and in 1900, 303, “reduced to 140 for certain purposes, for all per- 
sons (by sex) ten years of age and over.” Perhaps the instability of 
the census scheme of classification during this period is only a fair. 
reflection of the changes which have characterized the processes and 
organization of industries themselves. Whatever the cause, it makes 
extended comparisons of results difficult and unprofitable. 
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The general facts regarding occupations at the taking of the last 
census are already well known, and need not be dwelt upon. The 
number of persons returned as engaged in gainful occupations is 
29,287,070, which constituted 38.3 per cent. of the total population 
and almost exactly one-half, 50.3 per cent., of the total population ten 
years of age and over. There has been a considerable increase in 
these percentages over those of 1880 and 1890, which were respect- 
ively 34.7 and 37.2 of the total population, and 47.3 and 49.2 of the 
total population ten years of age and over. For each sex the per- 
centage occupied of those ten years of age and over is given in the 
following table, for each of the three censuses: 











| Males | Females 
een 78.7 | $4.7 
Gi nccéescee 79.3 17.4 
Wiese cesses 80.0 | 18.8 





Approximately four-fifths of the adult male population ten years 
of age and over is returned as occupied, and one-fifth of the adult 
female population. For the adult male population the percentage of 
employment is fairly constant from state to state, and from period to 
period. The percentage of employment for women shows a greater 
variation. It may be noted that the employments of women are less 
well defined than those of men, and that the returns for women are 
probably less accurate. It was the intention of the office to make no 
return of an occupation for women engaged in housework in their 
own home. This, of course, accounts for the low percentage of 
occupations for women. The increase of this percentage indicates 
the entrance of women into “ gainful pursuits ” as wage-earners, and 
the percentages of employment are high in the manufacturing sec- 
tions of the country —as, for example, in certain of the New Eng- 
land states, such as Massachusetts and Rhode Island, where it rises 
to 28.1 and 29.6 respectively ; and generally speaking throughout the 
South, wherever the negro race is predominant, as in South Carolina 
(38.0), Mississippi (32.7), and Alabama (30.6). The fluctuation in 
these rates is reflected in the average percentages for the five geo- 
graphical divisions of the country, at the several censuses: 
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1880 1890 1900 

rrr ee 17.0 20.5 22.1 
Teer eee 20.7 22.3 23.8 
i ge errererers 8.8 12.6 14.3 
| ere 17.6 18.8 19.6 
PE 0k 00h 6 0046-00060008 9.0 13.3 14.5 
The United States ..... 14.7 17.4 18.8 














The entrance of women as wage-earners, more generally into 
industrial pursuits, is therefore a fact of common observation, fairly 
well borne out by the census data. 

The general age and sex distribution of those gainfully employed 
is indicated below at the censuses of 1890 and 1900: 











1890 1900 

SPORT CITT CeCe 97.3 80.0 
So, ECE Ee 16.6 13.5 
CRIGIOR 20sec cccscccs 6.1 6.5 
indcdaie tensa 4-4 4.8 
as biicask ad ees 3.9 1.7 











As regards employment of children, the census data give con- 
siderable evidence that throughout considerable sections of the coun- 
try, more especially in the South, but in several northern states as 
well, children are not sufficiently protected by law. Employment of 
children takes place primarily, however, in agricultural pursuits, not 
in manufacturing industries, and to that extent is not easily subject 
to legal regulation. 

In all but sixteen states the proportion of male children occupied 
had increased at the last census; and in all but fourteen states the 
percentage of female children employed had increased. The cumu- 
lative percentages employed of children under fifteen years of age is 
given below for each geographical division : 














MALES FEMALES 

Under 12 Under 14 Under 15 Under 12 Under 14 Under r5 
North Atlantic. .... 3.9 21.8 51.1 4.3 17.4 48.2 
South Atlantic..... 22.9 56.3 77.0 22.4 56.0 76.7 
North Central ..... II.1 34.2 59.8 4-9 21.5 50.3 
South Central...... 25.2 58.7 78.5 25.0 59.3 79.1 
WNL Scie vances 9.6 22.3 56.4 8.1 26.4 50.9 
United States...... 17.8 46.3 69.2 15.6 42.2 66.3 
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Massachusetts shows the lowest percentage of employment for 
children under twelve. 

The detailed age distribution of the occupied population is a 
matter of considerable interest, as indicating the period of economic 
productivity. For each sex it is as follows: 











Age Male Female 
CP ins cs siawesens 5-3 9.1 
WRF 66.n6 005 dcense 12.0 23.3 
Gin dccccccin dees s..2 16.9 
NING. aiccweteeena’s 2.3 22.0 
Bs 006s 00s 60eens 19.8 12.7 
| SOR eer er re $3.7 8.3 
GEOG s ce ccccccsccess 7.8 4.8 
OS ONE OVET....0 0 cece 4-5 2.6 
Age unknown........ 0.3 0.3 











It will be observed that very nearly one-half of the women 
employed, exactly 49.3 per cent., are under twenty-five years of age, 
while considerably less than one-third of the men, 28.6 per cent., are 
within that age-group. This age distribution indicates roughly the 
depletion of the ranks of women wage-earners during that period at 
which marriage commonly takes place. This depletion is, however, 
more clearly indicated in the following table, which gives for each 
age-group, by sex, the percentage employed: 














Age Males Females 
cg ee eT rere 26.1 10.2 
Ws sos seen scenun 76.8 23.3 
| ee 93.1 30.8 
BSH 36 6 occ cccccceews 96.3 19.9 
EE 64.05 deanidansion 96.6 15.6 
Per ey ee 95-5 14.7 
TE! er agenesis 90.0 13.2 
ee eee 68.4 9.1 
Age unknown........ 59.6 24.2 








For men the rate is unaffected by conjugal condition. The age- 
group showing the highest percentage of employment is thirty-five 
to forty-four years inclusive; for women, sixteen to twenty years, 
falling off sharply in the next age-group. For men no marked 
decline occurs until after the age of sixty-five. These figures must 
not be understood as having any bearing whatever upon amount of 
unemployment during the census year. Some attempt has been 
made, however, to present data upon this matter. The above table 














76 JOURNAL OF POLITICAL ECONOMY 


states for each sex- and age-group the percentage returned as having 
some regular “ gainful” occupation, and includes those temporarily 
unemployed; in the table following some attempt is made to show 
for each sex, the amount of unemployment during the census year: 











Period of Unemployment Males Females 
ee 49.6 47.1 
4-6 MOREDS ..0.60 cccccs 39.6 39.1 
7-12 months......... 10.8 13.8 





Some further analysis of unemployment is made by occupation, 
but the data presented under this heading must be regarded as highly 
unsatisfactory. The collection of accurate data regarding unemploy- 
ment is conditioned upon the permanent establishment of the Census 
Bureau, and more satisfactory results may be expected in the future. 

In conclusion, one may perhaps raise a question as to the funda- 
mental principle upon which classification of occupations is based in 
the census, namely “ gainfulness.” The adoption of this criterion has 
naturally resulted in the exclusion of returns regarding women whose 
chief occupation is housework. It would seen as though the nature 
of the work done might be accepted as the essential matter, irre- 
spective of its “ gainfulness,” in order that returns for this consider- 
able group of the population might be included. What one wants to 
know is the number engaged in farming, trading, railroading, min- 
ing, housework, or otherwise occupied. It is, of course, of great 
economic interest to know also what proportion of these are working 
for hire or profit, or “ gain.” 

One further general criticism is perhaps warrented. Statistics 
naturally, perhaps necessarily, bulk large for small intrinsic value, but 
in the census volumes unnecessary repetition is not avoided. In 
text the content of tables is recited to no purpose, and tables are 
repeated almost in toto. In some instances it is true, the repetition 
serves to give emphasis or to state a new relation. In other cases 
no such end is subserved. The tedious reciting in text of the content 
of tables is confusing, and calculated to kill one’s interest. Of critical 
comment, properly so regarded, there is a minimum amount. The 
summary and analysis of results are not as illuminating as they ought 
to be. If the data presented are not significant, the comment should 
be much briefer ; if they are, that significance ought to appear more 
obviously in the summary and analysis. 


Joun CuMMINGs. 























NOTES 


EMANCIPATION FROM THE LIMITATIONS OF THE 
ORGANIC 


Dr. Werner Sombart, of the University of Breslau, has recently 
produced two works of first-rate importance in the field of economics." 
In the first he has dealt with the development and nature of capitalism 
and has attempted to estimate its effect on modern economic life. 
In the second work he has described the economic development of 
Germany during the last century and has sought to bring out clearly 
the fundamental causes of this development. Naturally, he has found 
in this latter study an opportunity for the testing in a concrete case of 
the theories propounded in the earlier publication. 

The last-published book may be distinguished from the usual 
reviews of economic history by the care with which the author has 
sought to go below the visible phenomena to the underlying causes 
and to arrange these causes into an orderly series of principles of 
economic development. The application of steam and electricity to 
industry and transportation, the discovery of new processes in iron 
and steel production, are merely manifestations of still more funda- 
mental principles. 

The first principle on which modern industrial development is 
based is the application of natural science to technique, the change 
from empirical to scientific processes. The conduct of industrial pro- 
cesses is no longer an art, but a science, resting on exact calculations. 
In former times the knowledge and skill necessary to accomplish an 
industrial process were in a peculiar sense the personal property of 
the master-workman, and not to be transmitted except by personal 
instruction from him; the “ mysteries ” of the trade were known only 
by the chosen few who had been initiated into their secret ; in modern 
times the industrial processes are a matter of exact formula and cal- 
culation, and the “I know” has replaced the “I can.” Man has 


1 Der moderne Kapitalismus. By Dr. Werner Sombart. 2 vols. Leipzig: 


Dunker & Humblot, 1902. 
Die deutsche Volkswirtschaft im neunzehnten Jahrhundert. By Dr. Werner 


Sombart. Berlin: Georg Bondi, 1903. 
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learned not only how to bring about certain results, but he has learned 
why they happen. The physicist and the chemist are concerned with 
this why of natural phenomena. It is only the last century that has 
seen really great progress in the sciences of physics and chemistry, 
and it is only the latter part of that century that has seen the system- 
atic application of their results to industry. Such contributions to 
knowledge as Lavoisier’s Theory of Combustion (1780) and Robert 
Mayer’s Law of the Conservation of Energy (1841) are epoch- 
making for technique, and are in large measure prerequisite to the 
invention of special machinery or the discovery of special processes. 
While many inventions have been purely empirical — Huntsmann 
and Friedrich Krupp, the inventors of cast-steel, knew nothing of the 
chemical composition of their product — yet the tremendous advance 
in iron and steel production of today would be impossible without 
modern chemistry. 

The idea of utilizing the results of investigation in the field of 
physics and chemistry in the service of industry and trade, and of 
directing these researches toward utilitarian ends—a proceeding 
which seems so rational to the modern mind — has been adopted in a 
systematic manner only in recent times. The old-school experimenter 
disdained to direct his attention to commercially profitable processes 
and gave his whole thought to promoting pure science. On the other 
hand, those who were engaged in practical enterprises, tradespeople, 
knew only too little of the sciences and were unable to appreciate the 
importance of them in relation to their own businesses. Today we 
have a class of experts, trained both in pure science and in practical 
processes, who stand ready to utilize every attainment of science for 
the advantage of industry. This class of trained men, the engineers 
and practical chemists, forms the connecting link so long missing 
between the scholar and the entrepreneur, and modern industry owes 
a large part of its recent progress to this fact. 

But going a step farther in the discovery of fundamental prin- 
ciples, our author has found a change in the natural sciences them- 
selves — the replacement of quality by quantity, which finds its most 
perfect expression in the mathematical formula. The modern scien- 
tist weighs and measures, and invents instruments which record 
quantitative differences too small for the human senses to perceive. 
This has made many processes independent of human, and therefore 
fallible, perceptions. The science of bacteriology, especially, has 
resolved many differences of quality, as in beer-brewing, to very 
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minute differences of quantity. Following quantitative analysis 
comes the invention of intricate and extremely sensitive instruments 
by which these infinitely small differences can be measured, and 
man’s dominion over nature is thereby widely extended. 

In all this development, however, one of the consequences is the 
elimination of the human personality in industry, and this leads our 
author to the statement of the theory which is the subject of this 
paper: the emancipation from the limitations of the organic.? This 
principle means more than the elimination of the human personality 
in industry ; it goes much farther and includes the gradual displace- 
ment of men, beasts, and even plants by inorganic materials. This 
principle runs through all nineteenth-century economic development 
and is a characteristic feature of the change from a handicraft to a 
factory — capitalistic economy. 

Before the era of steam, the largest part of the motive force in 
industry was the muscular power of men and beasts. True, wind and 
water were extensively employed, but their limitations as regards 
space and time hindered their use in many ways, especially as neither 
of them were available for land transportation, hence the importance 
of the horse as a means of transportation. The invention of the steam 
engine and, later, of the electric motor dispensed with the use of the 
horse to a large extent, and emancipated commerce and industry from 
the limitations imposed by the more primitive means of traction and 
of motive power. Dr. Sombart has estimated that it would require at 
least five million horses to do the work of the locomotives in Prussia 
alone, and that one-fourth of the whole area of that kingdom would 
hardly suffice to furnish them with oats, to say nothing of the neces- 
sary hay. 

The chemical industry has accomplished much in furthering this 
emancipation, especially the emancipation from the vegetable king- 
dom. The substitution of dyes made from coal-tar for those derived 
from plants furnishes a striking example of an industry freed from 
organic limitations ; before, the dye-makers were dependent upon the 
crop of madder and other vegetable products for their supply of raw 
material; now they have at their disposal an inexhaustible supply of 
inorganic raw material always at hand. A smail example out of 
hundreds is the manufacture of artificial honey-comb and honey, 
which substitutes a simpler organic for a complex organic product. 


?Die deutsche Volkswirtschaft im mneunzehnten Jahrhundert, chap viii, 
“‘ Emanzipation von den Schranken des Organischen.” 
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In practically every case this replacement of a simpler organic for a 
more complex, or of a complete change from an organic to an inor- 
ganic product, is accompanied by a cheapening of the commodity. The 
natural limitations of organic forms tend to make products and pro- 
cesses expensive. The expensiveness of organic forms arises from 
their perishability, or from their instability, or from the ground-space 
and labor necessary to produce them. 

Two inorganic materials, coal and iron, have occasioned the most 
important change in the economic life of the world, and they have 
done this by replacing organic materials — wood, hemp, and leather 
—or by adapting themselves to uses for which no organic material 
could suffice. The use of coal as a fuel in the place of wood is the 
direct cause of the increased production of iron, which, in turn, has 
driven out wood to a large extent in the manufacture of machinery 
and in the building of houses, bridges, etc. Every tree growing upon 
the earth would long ago have had to be sacrificed to have provided 
the fuel and raw material for manufacturing which have been fur- 
nished by coal and iron. Here is, indeed, a sweeping away of limita- 
tions! Furthermore, lands which would otherwise be devoted to 
forestry are now cultivated fields, for as yet man has found no 
inorganic substitute for organic food materials. 

By far the most important development in this process is the 
emancipation of industry from the highest organic form— man 
himself. It is true that we have no industry nor process which can 
dispense with the services of human control, but it is a fact of com- 
mon knowledge that in practically every industry the participation of 
men in the process of production is decreasing steadily. Machines of 
intricate construction are performing work once done by the power 
of human muscles and the skill of human fingers. Every improve- 
ment in machinery which effects a saving of labor is a case of 
emancipation from the limitations of the organic, and consequently 
the substituting of a cheaper for a more expensive means. The 
factory is a complete expression of this tendency. Not only is the 
inorganic machine cheaper than human labor, but it is also more 
reliable. We have already mentioned measuring and weighing 
instruments which surpass the human senses in sensitiveness and 
exactness, as, for instance, the thermometer and the saccharometer. 

Furthermore, the use of machines in the place of human labor has 
made possible a uniformity of product impossible in hand-work. 
This standardization of product means much in modern industry ; 
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delicate parts of complicated machines can be replaced by exact 
duplicates without considerable delay or loss. Under what difficulties 
would not the Dakota farmer thresh his grain if the breaking of a 
small but necesary part of the steam-thresher would delay the use of 
the machine until a duplicate part could be made by a local artisan, if 
indeed it could be made at all! Modern automatic machinery make 
it possible to produce parts of threshers or any sort of machine all 
exactly alike and interchangeable, so that the loss of a part does not 
destroy the machine. The standardization of product means much 
also in the marketing of goods. Formerly it was necessary for the 
buyer to see the goods, or at least a sample of any particular lot. 
Now goods are made from certain patterns, or are of a certain 
standard quality, by the aid of machinery, which are absolutely uni- 
form. It is no longer necessary for the buyer to make sure of the 
quality of a purchase by personal examination; the quality of a lot 
of goods can be exactly indicated by a few words. 

One of the most serious limitations which arise in the use of 
organic material is the length of time necessary to production. Man 
has no skill to shorten the time necessary to raise a horse until he is 
strong enough to haul a street car, but he can produce additional 
electric motors on very short notice. The growth of a tree requires 
years, but the supply of coal stands ready for mining and for use as 
fuel whenever need therefor arises. The limitation of space in the 
use of the human voice has been overcome by the telephone. Thus 
limitations in both time and space are surmounted by inorganic 
means. 

A very superficial survey of nineteenth-century economic 
development will suffice to reveal the fundamental importance of the 
principle under discussion. In manufacturing, the change from 
handicraft to factory system has meant the partial elimination of 
human brain and human muscle from the processes.. The long years 
of apprenticeship required to learn the trade, the skill and muscular 
strength necessary at every stage of the manufacture, all these things 
have in large part been made superfluous by the machine, and: the 
workman is called upon to furnish little more than a routine service 
and without special skill, mental or muscular power. Human per- 
sonality is still required to organize and manage these processes, but 
the proportion of it to the amount of product has immensely 
decreased. The tendency in industry is to make production more and 
more automatic by the use of intricate machinery, and we may expect 
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in the future an ever greater elimination of the human personality 
from industry. Of the substitution of inorganic for organic materials 
we have already spoken: iron for wood in construction, coal for wood 
as fuel, coal-tar for vegetable products in dyeing, etc. 

In agriculture, that branch of human activity which deals most 
exclusively with organic nature, the tendency toward the elimination 
of the organic is marked by the decline of the industry relative to 
those dealing with inorganic nature — manufacturing and mining. 
Furthermore, within the limits of agriculture itself and its branches, 
forestry and stock-raising, inorganic are replacing organic means in 
production. As in manufacturing, the increasing use of labor-saving 
and automatic machinery is effecting a decrease of human energy 
required per unit of product. Chemical—i. e., inorganic — fer- 
tilizers are coming more into use, supplementing the limited supply 
of organic fertilizers. 

The emancipation from the limitations of the organic is one of 
the ways in which man asserts his mastery over nature. He frees 
himself from the slowness and unreliability of organic processes, and 
from the necessity of hard and ill-rewarded toil. Organic nature is 
the most difficult to control, hence he either conquers her or makes 
himself independent of her; this is the method of economic progress. 
As yet, he relies upon her for his most necessary requirement, food. 
Perhaps in the future he may be able even to produce his food by 
chemical means direct from the inorganic. For the immediate future, 
however, he must be content with utilizing inorganic means to aid 
him in producing his food more easily and with greater certainty 
from organic nature. 

Eart Dean Howarp. 

BERLIN. 


SCHMOLLER’S POLITICAL ¥ECONOMY 


After more than forty years of penetrating research, Gustav 
Schmoller has given his Outlines of Political Economy’ to his con- 
temporaries. It is the result of systematic and scientific study by a 
man who has been one of the leaders in the work of enlarging and 
consolidating modern economics. To know how he looks upon the 
world and what he thinks of economic questions, is of the utmost 
importance to every student, and the recent publication of the second 


* Grundriss der Allgemeinen Volkswirtschaftslehre, Vol. II. Leipzig: Duncker 
& Humblot, 1904. 
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and last volume of his work makes the present an opportune time to 
discuss the peculiarities of the leader of the younger German his- 
torical school. 

Believing that only a strictly historical inquiry can bring about a 
thorough understanding of present conditions, and having at the 
same time an almost passionate aversion to all merely abstract con- 
structive research—an aversion which. especially directs itself 
against Ricardo— it is Schmoller’s constant endeavor, his mission 
as it were, to lay stress on the complexity of facts, the laws of which 
—if such laws exist at all—- must be subject, he asserts, to common 
historical principles. Consequently, the ruling problem, the scientific 
pivot, is to him the historical conception. With Schmoller, a realist 
and an empiricist —the ultimate result of empiricism and realism 
being nearly always relativism — interpretation must needs lead to a 
relativism which in itself could not belong more fittingly to any 
domain of learning than to that of political economy, which has been 
rightly called the “philosophy of relativism.” 

Schmoller was one of the first who tried to treat economic ques- 
tions dynamically —to look upon facts while they move, while they 
act and react upon each other; to interpret economic phenomena, 
not as if they were static and permanent, but living and moving. 
In the veins of the economic men who moved about in the old 
grandly conceived construction there flowed no real blood, but — 
as has been said of the artificially constructed human beings of the 
philosophy of Locke, Hume, and Kant—“the diluted liquid of 
reason.” 

It cannot be said that Schmoller has made a philosophy of his 
own the basis of his work. He does not even presume any positive 
philosophy. His dislike of every constructive basis has kept him 
consciously away from one, and has led him to seek a deeper and 
truer relation to only two sides of philosophy, which are much nearer 
to his heart — psychology and ethics. Psychology, as well as moral 
and mental science, is to him the key of political economy. His sys- 
tem of ethics aspires to a reconciliation of individualistic and -col- 
tectivistic theories, and his ideal is the development of the personal, 
individual, and collectivistic organs. The dynamics of society, from 
which he starts, are governed, he holds, by the theory of evolution. 
It is difficult to decide whether he has gone farther in his doctrine 
than the representatives of organic sociology, and it is also very 
much to be regretted that the question of heredity, to which he 
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alludes in the first volume, has not been applied to, or examined in 
the light of, the historical theory which forms the basis of the whole 
work. But these problems, as a matter of fact, belong to the vast 
province of unsolved biological questions which are connected with 
sociology, the deeper penetration of which will be brought about, 
I hope, by Schmoller’s conception of high- and low-standing races. 

At all events, his idea of evolution is a step in advance of the 
old historical school of Roscher. Doubtless it gravitates, consciously 
or unconsciously, in the same direction as Marx’s theory of evolution. 

Schmoller’s fundamental political principles are national, but 
not at all characteristic, as has been maintained by at least one 
American critic. The historical conception of law and the state, 
society and religion, intimately connected with the liberal ideas of the 
eighteenth century, are the basis of Schmoller’s work. Practical 
liberalism, however, with its disregard for the authority of the state, 
and its insufficiency as regards the social question, could not satisfy 
his historical and ethical principles. The power and moral weight of 
the state seemed to him always of the greatest significance, and 
because he recognized the eminent importance of the social question, 
he became a so-called “ socialist of the chair.” A conception of the 
state “ which keeps equally away from a glorification of individualism 
and its arbitrariness, in the sense of the law of nature, and from the 
absolute theory of an all-devouring authority of the state,” has been 
asserted by Schmoller ever since the seventies, and has been accepted 
by nearly all German economists. In his conception of state social- 
ism, however, Schmoller is not as radical as Adolph Wagner or the 
late lamented Schaffle. 

Schmoller, likewise, tries to oppose —in his historical-national 
mode of thinking — the liberal individualism which is the basis of the 
Manchester doctrine of free trade. Here individual liberalism 
becomes a mechanical interpretation, representing, with its abstrac- 
tions, a negation of individualism and so contradicting itself. 
Schmoller, always quick to see the complication of things, turns 
polemically against the defenders of this doctrine, who seem to see 
things too simply. His own commercial policy carries out List’s 
ideas of nationalism, and is, on the whole. a relativistic policy of 
opportunity. 

Schmoller’s conception of economic categories is to be found in 
the second volume of his work, and in this connection it must be 
remembered that he did not aim to give more than an outline of 
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general economics. Since economics is to him an aggregate of social 
and political organs forming a unity in time or space, the treatment 
of applied economics naturally falls within its scope. This point of 
view, which is a necessary consequence of historical conception, is 
essential to his book and differentiates it from other economic works. 
It is the counter-pale to any systematic grouping like, for instance, 
that of Léon Walras, who successfully differentiated pure from 
applied economics, and applied economics from politics in the strictest 
sense. 

Schmoller’s grouping of the whole is best understood from a 
recital of the titles of the different chapters. The second volume, like 
the first, is divided into two books. The first of these books deals 
with “ The Social Process of the Distribution of Goods and Income ;” 
the second, with “ The Development of Economic Life as a Whole.” 
The sections are very comprehensive and admit of many subdivisions. 
The first book has the following chapters: (1) “ Traffic, Market, and 
Commerce ;” (2) “ Economic Competition ;” (3) “ Measures, Coins, 
and Weights;” (4) “Value and Price;” (5) “Wealth, Capital, 
Credit, Rent, and Interest;” (6) “The Institutions of Credit and 
Their Modern Development, Banking;” (7) “Labor, Rights, and 
Contract of Labor, the Problem of the Unemployed;” (8) “ The 
More Important Modern Social Institutions, Charity-Organization, 
Insurance Policy, the Labor Market, Trade-Unionism, and Courts 
of Arbitration ;” (9) “Income and its Distribution, Profit and Rent, 
Income from Capital and Labor.” 

The chapters are given in their order of succession, because 
Schmoller’s grouping will doubtless be made a subject of criticism, 
both on account of the order and because of the demarkation which 
divides homogeneous subjects and treats unequals as equals. It is 
not necessary to make value the pivot of economic science, but, on 
the other hand, it certainly can never be a single phenomenon like 
banking or trade-unionism. It is true that Schmoller has analyzed 
the historical elements of value and price, and by his examination of 
the real facts of supply and demand has built up the substructure for 
a real theory of price, but, at the same time, he seems to have under- 
estimated the importance of the general side of the value problem. 
In the given order money is treated before value, but the value of 
money has been introduced in the chapter on value and prices, 
whereas all questions of currency are necessarily problems of value. 
In consequence of Schmoller’s blending of pure and applied 
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economics, fundamental problems like wages are closely followed by 
relatively insignificant ones, and heterogeneous elements, like trade- 
unionism and the insurance of traffic goods, are treated side by side 
under the head of social institutions. 

While capital rent and wages of labor are examined as single 
phenomena, land rent is only discussed in the chapter on income and 
its distribution, which is scarcely giving proper place to this important 
economic concept. The treatment of the two former problems under 
different heads does not make it easier for the reader to understand 
Schmoller’s views in their totality, and before passing to the second 
book it may be well to give two of his characteristic definitions : 


Economic value is the apperception — gained by comparison and estima- 
tion — of the measure of significance peculiar to a single commodity or single 
quantity of labor by means of a comparison of their utility and acquirability 
for the economic purposes of man..... Credit is the total complex of 
psychological commercial premises and of the economic relations and institu- 
tions which have their source in custom and right, and which involve a trans- 
fer of commodities against an equivalent in the shape of a loan when a certain 
time intervenes between loan and repayment. 


The last book deals with the development of economic life as a 
whole ; but under this wide subject there are treated only the follow- 
ing: (1) “ The Ups and Downs of Economic Life As Manifested by 
Crises ;” “ The Problems of the Social Conflicts of Classes and Their 
Solution by Reforms ;” (3) “ The Economic Struggles of Nationali- 
ties as Manifested by Commercial Policy.” 

In his theory of crises Schmoller upholds the idea of a certain 
periodicity, or, in other words, the theory of a cycle of rises and falls 
in economic life. Here, as elsewhere, he hopes for the development 
of a new policy for the prevention of crises, believing that by means 
of more exact information supply and demand may be better adjusted. 
Moreover, he trusts that a progressive subordination of individual 
interest to the welfare of the whole community may gradually take 
place. It will long remain an open question, however, whether or not 
the hopes of ethical economists will ever be realized. 

The chapter on social conflicts is a history of social evolution, and 
in this connection socialism is examined. Schmoller believes in a 

slow process of transformation within social democracy itself, in a 
gradual mitigation of extreme radicalism, and in the possibility of a 
reconciliation between the working and the employing classes. But 
as the masses are led by temper and passion, and not by reason and 
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reflection, Schmoller thinks extreme democracy an error. He denies 
the last claims of democracy because they tend toward anarchy and 
the annihilation of that sovereignty of the state which is the achieve- 
ment of centuries. Socialism, like all historic movements, he believes, 
after having passed the zenith, must decline, but it goes on ferment- 
ing and bringing about social reforms which will probably manifest 
themselves most obviously in those states where monarchy is most 
firmly established. The history of Prussia and her successful bureau- 
cracy have made Professor Schmoller a more passionate advocate of 
bureaucracy than any other economist, and his ideas on the inheri- 
tance of acquired characteristics doubtless bear upon this matter. 

The chapter on commercial policy deals with some of the author’s 
favorite problems, and is especially illustrative of Professor Schmol- 
ler’s way of thinking. He discusses the development of commercial 
policy from the oldest times to the present day. The epoch of mer- 
cantilism is treated most in detail; for it is to Schmoller that the 
mercantile system owes its rehabilitation. As regards these problems 
he holds that we have certainly gone beyond Adam Smith and the 
physiocrats, and now realize that every phase of social development 
requires a certain form of state intervention. Mercantilism was 
therefore a necessity in its time and was justified by its success. 
Only its exaggeration prepared the way for new ideas. The further 
discussions of the unhistoric theory of free trade gives the best insight 
into Schmoller’s idea of the state and the individual — of liberty and 
restriction — and in his attacks on the doctrines of absolute free trade 
he looks upon Alexander Hamilton and Friedrich List as his 
teachers. After treating in large outlines the essence of modern 
commercial policy, chiefly the modern protectionist movement, he 
states that he does not believe in a quick recession of the imperialistic 
and protectionist wave, but hopes that it may come and that by 
conventions and courts of arbitration means may be found to mitigate 
and pacify commercial struggles. 

Far beyond the scope of the preceding chapters is the significance 
of the fourth and last one. Here the deepest historio-philosophical 
questions are raised. “ The economic as well as the general develop- 
ment of mankind and of single nations, their rise, prosperity, and 
fall,” Schmoller thinks, are not economic problems in a strict sense, 
but final problems which can be answered by the economist only in a 
specific way. The totality of Schmoller’s ideas is partly summarized 
in the following sentence on the essence of economic progress : 
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Everywhere we come to the result that economic evolution is only super- 
ficially explained by categories like rising wants, technical progress, increasing 
population, but that its essence is rather evolution of man as such, manifesting 
itself in the development of greater economic faculties and virtues, and in the 
establishment of ever greater and more complicated social-economic organs 
and communities. 


The formation of new social organs is the final result of his 
economic interpretation. It must be admitted, however, that his 
explanation already presumes the idea of evolution. The fact that 
isolated hordes became rich and civilized nations is “to the one an 
explanation, to the other an expression of evolution.” But we cannot 
discuss here what the historian and what the theorist mean by 
explanation. 

It is self-evident that Schmoller rejects any mechanical theory of 
evolution. Neither from the climate, from technical progress or 
the material productive powers (Marx), or from the division of 
labor (Durckheim), does he derive evolution. They ail are funda- 
mental causes, but not the only ones. Even the more spiritual 
theories do not satisfy him. In all of them he recognizes relative 
truths, hints, and indications which lead to the final problems. The 
problems of race, custom, right, morals and religion, political and 
economic institutions, are so closely intertwined that it is impossible 
to find the Archimedian point from which they can be attacked. It 
yet remains to describe phenomena in their totality from their small- 
est beginnings to the highest state of development, and Schmoller 
has already in a well-known former publication developed his theory 
of economic epochs. He distinguishes: (1) the epoch of domestic 
economy (Eigenwirtschaft) ; (2) the epoch of urban economy (Stadt- 
wirtschaft); (3) the epoch of territorial economy (Territorialwirt- 
schaft); (4) the epoch of national economy (Volkswirtschaft) ; 
(5) the epoch of universal economy (Weltwirtschaft). This distinc- 
tion is not, by the way, purely economic, as questions of political 
power also come into play. 

It is clear that Schmoller’s purpose has indeed been accomplished. 
Whoever has worked through his book must be convinced of the 
complexity of economic phenomena, which cannot be explained by a 
few abstract formule. Not a mere skeleton, but real life, has been 
depicted, and through this monumental book the reader of today as 
well as the reader of the next generation will be able to gain an 
insight into the ruling tendencies of our time. Schmoller’s work is 
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perhaps the greatest contribution that the historical conception of eco- 
nomic science is able to give; but as human mind strives after unity 
as well as after complexity, as if both of them were conclusive, either 
of them has the right to exist. From the point of view of pure 
theory, the method of which is absolutely different from Schmoller’s, 
his life-work can be only substructure; but it is a basis on which the 
grand edifice of pure theory can stand firmly. 

How far the practical proposals would be efficient cannot be 
judged now. The impregnation of economics with ethical ideals is a 
consummation devoutly to be wished. But whether these ideas will 
not always meet with the invincible resistence of the real powers 
beyond all relative ethics is a question which can be solved only in 
the future, to which, as well as to the past, Ranke’s words are appli- 
cable: “ Only absolute thought is powerful in the world.” 


S. P. ALTMAN. 
BERLIN. 


THE JEWISH LABORER IN LONDON 


Dr. Halpern’s monograph on the Jewish workers of London* is 
a valuable contribution to the literature on the immigration question. 
The author has carefully compiled a mass of material scattered 
through official publications, reports of charitable institutions, and 
the periodical press — English, as well as Yiddish and Russian — and 
wrought them into an unbiased descriptive study of conditions as 
they actually exist. His generalizations at times betray a superficial 
knowledge of subjects not strictly within the scope of his inquiry; 
fortunately, however, his ventures beyond his proper field are not 
frequent enough to impair the value of his study. 

The monograph consists of six chapters: (1) “ Brief Review of 
the Legal and Economic Condition of the Jews in Russia;” (2) 
“ Statistical Presentation of the Russian-Jewish Settlement in Lon- 
don;” (3) “The Housing Problem;” (4) “The Trades of the 
Jewish Worker: (a) General; (b) Tailoring; (c) Shoe-Making; 
(d) the Manufacturing of Furniture; (5) “Attitude of the Jewish 
Workers towards Trade-Unionism; Jewish Trade Unions in Lon- 
don;” (6) “Effects of Jewish Immigration.” 

Those American readers who have seen the life of the Ghetto on 


‘ Die jiidischen Arbeiter in London. Von Georg Halpern. Miinchen: Bren- 
tano & Lotz, 1903. 8vo, pp. 84. 
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the lower East Side of New York will find its main features repro- 
duced in the author’s picture of the Jewish colony in East London. 
The subject is very properly introduced by a summary of the laws 
affecting the condition of the Jews in Russia. In treating of Jewish 
immigration from Russia to Great Britain and the United States, 
it is very essential to remember that the movement of population at 
the close of the nineteenth century is not so much the effect of under- 
lying economic causes as a result of the survival of medizval religious 
and political conditions. There were some Russian and Polish Jews 
among the foreign settlers of London and New York as long as two 
generations ago; a few Russian Jews served in the Union army 
during the Civil War. Yet neither on this side nor in London was 
there a Jewish Ghetto prior to 1881. The economic effect of the 
forcible removal of thirty thousand Jewish tradesmen from Moscow 
to New York will obviously not be the same as the effect of the 
natural movement of an equal number of Italian peasants from the 
country districts of southern Italy to the cities of the New World, 
even though the sudden rupture of all established business connec- 
tions may temporarily sink the former into the same class of “ desti- 
tute aliens.” In this respect the East End of London is perhaps a 
more instructive example than the New York East Side. For the 
last two decades the Jewish settlement in London has been made 
up of immigrants who could not pay their passage to New York 
(p. 10), and yet today considerable real estate in the Jewish districts 
is owned by these “alien paupers from eastern Europe” (p. 33). 
The Jewish immigrant, says Dr. Halpern, 
strives with energy to rise to a higher social station; this is doubly true 
with regard to his children. The Jewish workman makes every possible 
sacrifice to give his children a higher education; the school children, according 
to the testimony of school inspectors, while scarcely behind the native children 
in their bodily development, are, on an average, superior to them intellectually, 
and they show from the very beginning a strong ambition to rise on the social 
ladder.? 


British statistics do not show explicitly the number of Jewish 
immigrants, but the designation “Russians and Poles” is for all 
purposes identical with “ Russian and Polish Jews.” As an excep- 
tion, seven hundred employees of the gas-works at Beckton are 
mentioned who are Roman Catholic Poles. On the other hand, 

*P. 42, citing Minutes of Evidence Taken before the Royal Commission on 
Alien Immigration, 1902-3, p. 10,361. 
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Austrian and Roumanian Jews, whose condition is the same as that 
of the Russian Jews, are not included by the author in his statistical 
compilations (p. 12). 

The total number of Russian and Polish arrivals at all English 
ports fluctuated between 10,954 in 1892 and 33,046 in 1902, exclusive 
of those en route to America. Immigration from Russia and Poland 
furnished about one-half of the total from all countries (p. 13). 
In reality, however, the majority of those registered as immigrants 
remain in England only a short time — until they are able to earn 
enough to pay their way to the United States. This is shown by the 
following figures: the total number of immigrants to London, not 
en route, during 1891-1900 was 99,455; whereas the increase in 
the number of Russians and Poles in London from the census of 
1891 to that of 1901 was only 26,795. It would seem to be a fair 
inference that nearly three-fourths of all the Russians and Poles who 
landed in London during the decade left for other places. How 
many of their number moved to other British cities and how many 
went to the United States, South Africa, etc., the author does not 
state. The total number of immigrants who were assisted by Jewish 
charitable institutions with transportation over sea for the period 
1891-1900 was 3,552; together with their dependents (averaging 
0.8 to every immigrant), about 6,400. To this number must be 
added about 13,000 persons who were furnished return transporta- 
tion to the continent or to Russia (p. 23). Thus of the 72,660 per- 
sons who landed in London and subsequently moved elsewhere 
something over one-fourth received assistance, while about 53,000, 
or nearly three-fourths, paid their own way. According to immigra- 
tion statistics, 22 per cent. of all immigrants who landed in 1890-97 
were without any funds, and 15 per cent. had less than Ios. per head 
(p. 20). It follows that whereas the very poor constituted 37 per 
cent. of all immigrants, those who were removed from London at 
the expense of charitable societies numbered a little over 25 per cent. 
About one-third of the very poor must have earned enough after a 
stay in London to pay their own way farther or must have found 
employment in London. 

The author very correctly says: 


The reports of the poverty of the Jewish immigrants are very often grossly 
exaggerated, the “alien” being identified with the “pauper destitute alien.” 
Now, the conception of the pauper destitute alien is in itself misleading. For 
the prospect of making a living in London unassisted from charitable sources 
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is naturally not conditional upon the possession of cash on landing; this would 
at best suffice only for the immediate needs. Whether the immigrant will be 
able to assure himself an independent living is determined by his earning 
capacity and by the opportunities of employment. (P. 29.) 


According to the census of 1901, the Russians and Poles of Lon- 
don showed the following percentages of persons of the age of 
ten years and over engaged in gainful occupations: males, 90 per 
cent.; females, 24.7 per cent. The corresponding percentages for 
the whole population of London were 83.64 per cent. and 28.51 per 
cent., respectively. The higher percentage of male immigrants 
engaged in gainful occupations is accounted for by the fact that 73.1 
per cent. of their number are between the ages of fifteen and forty- 
five years, whereas the same age-group constitutes only 51.6 per 
cent. of the total population. On the other hand, the lower per- 
centage of women engaged in gainful occupations is due to the fact 
that Jewish women after marriage, as a rule, withdraw from gainful 
occupations. This observation is illustrated by official statistics: of 
288 Jewish women employed in 58 tailoring shops only 6 were mar- 
ried. 

3ritish statisticians, like our own, do not realize as yet the 
importance of distinguishing between employers and employees 
engaged in the same occupation. Still, an estimate can be attempted 
on the basis of the statistics quoted by Dr. Halpern. Among the 
specified occupations of the Russians and Poles of London in 1901, 
there were 342 men and 331 women classed by the author as Tabak- 
arbeiter, as distinguished from Tabakhdndler; we take it that the 
former represented wage-earners, while the latter were traders. 
Eliminating, on the one hand, those wage-earners, and, on the other 
hand, tobacco dealers, street peddlers, commercial travelers, sales- 
men and clerks, and others engaged in mercantile pursuits (Handels- 
gewerbe), and also “teachers, etc.,” we find 22,380 men and 5,176 
women, in all 27,556 persons, engaged in all other occupations, which 
includes both employers and wage-earners. According to factory 
statistics for the year 1902, there were 15,317 Jewish and 5,307 
gentile workers employed in 1,778 workshops, and 5,307 gentile 
workers employed in 1,778 workshops, in the borough of Stepney, 
where nearly all the Russian and Polish Jews are concentrated. 
This gives an average of 11.6 workers to one shop. Assuming an 
average of one employer to each shop, the total number of Jewish 
employers, may be estimated at one-twelfth of the total number 
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engaged in each occupation. On this basis the Jewish population of 
London can be approximately distributed as follows: 


NUMBER’ PER CENT. 





Manufacturers, shopkeepers, and storekeepers...... 2,300 8 
Commercial travelers, salesmen, clerks, etc........ 517 2 
OR PS Ae FT ee PET 533 2 
Wage-earners in manufacturing establishments. ...22,928 76 
I HI cincoknmednsdccansawatnecosbacnsews 245 I 
PMI: isii-05s5: 60: cowrcamnbsikpeadouassciarecas bake 3,209 II 

WD Siacagaeewskndbnssasascneekeieaaetin 29,822 100 


It goes without saying that this is only a rough estimate: many 
Jewish workmen are employed by gentile manufacturers and the 
average for all shops is probably somewhat higher than that for 
Jewish shops; on the other hand, however, the group “all others ” 
doubtless includes a number of wage-earners. Making all due 
allowances, the Jewish workers of London probably constitute about 
three-quarters of its Jewish population, the rest being engaged in all 
sorts of mercantile pursuits. 

Of the total number engaged in gainful occupations more than 
two-fifths of all males (41.8 per cent.) and over one-half of all 
females (51 per cent.) found employment in the tailoring trade, 
under the so-called “ sweating system.” The underlying basis of this 
system is, of course, that division of labor within the workshop, 
which Karl Marx describes as “a special creation of the capitalist 
mode of production.”* This system was in existence long before 
the advent of the Jewish immigrant. What he did was to introduce 
it into the tailoring trade which, in England prior to that time, had 
remained in the handicraft stage. The English tailor was, and still is, 
a custom tailor who takes pride in making an entire garment from 
beginning to end; the Jewish immigrants have developed the manu- 
facture of ready-made clothing, which was before their arrival 
imported in large quantities from Germany. Attempts of British 
manufacturers to introduce the system of division of labor into their 
clothing factories failed. In the days preceding Jewish immigration 
ready-made clothing was manufactured exclusively with female labor, 
wages were extremely low, and the grade of the goods likewise. The 
arrival of a mass of immigrants mostly unfamiliar with any skilled 
trade furnished the proper human material for the development of a 


* Capital, p. 217 (New York edition). 
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system of division of labor within the workshop. The social gain 
resulting from this system is the opportunity now enjoyed by wide 
strata of the laboring population of producing for themselves new 
clothing ; this fact is emphasized by the complaints of the decline of 
the trade in old clothing (p. 45). 

The Jewish immigrants thus did not come into competition with 
the skilled English tailor. It is a noteworthy fact that the Jewish 
immigrant has raised the rate of wages in the manufacture of ready- 
made clothing; even Jewish girls command a higher rate of wages 
than native working-women (p. 56). It is not uncommon in labor 
disputes to fill the places of Jewish strikers with English women 
(p. 56). The reason for this rise of wages is found by the author 
in the organization, imperfect as it may be, of the Jewish workers. 
It would seem, however, that the explanation mistakes effect for 
cause. The introduction of male labor would naturally tend to raise 
the rate of wages; moreover, whereas a large percentage of English 
working-women are partly supported by their fathers or husbands, 
the Jewish immigrant girl is more frequently entirely self-supporting. 
The rate of wages is thus primarily determined by the cost of the 
worker’s subsistence ; organization is but one of the means by which 
the wage is adjusted to meet the necessities of the wage-earner. 

The efforts to organize the Jewish workers of London have been 
very unsuccessful; many unions were organized at one time or 
another, but they were all short-lived. The Jewish workers can be 
brought together by a strike or a lockout, but after the specific object 
of organizing has been accomplished they lack the cohesive power 
needed to hold them permanently together (p. 69). The explanation 
of this fact is sought by the author in the individualism of the Jewish 
worker. He is not unconscious of the effect of the condition of the 
trades in which the immigrant finds employment; he shows that 
“where the chance of becoming independent is slight, labor organiza- 
tions are much stronger” than in those trades where the sweating 
system prevails. Yet the psychology of the Russian Jewish worker, 
which is the product of his antecedents in Russia, is to the author 
the main factor determining the attitude of the immigrant toward 
trade-unionism. 


The Jewish worker has only in England become a wage-earner. He may 
have belonged in Russia to the lowest stratum of the unemployed proletariat or 
of artisans and small traders —a wage-earner he was not, nor does he regard 
himself as one. Jewish factory workers in Russia there are only in very few 
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places (according to statistics for the year 1899 there were in the whole 
“pale of settlement” only 33,933 Jewish factory and mill workers)..... 
What is characteristic of a good trade-unionist, the desire to improve his 
condition within his social status, within his station in life, precisely that is 
quite foreign to the Jewish worker. The feeling of personal dependence is far 
more painful to him than to the English worker. As a wage-earner he has no 
class-consciousness and considers himself in a transitional stage; he belongs 
only by force of necessity to the class in which he is at the time earning his 
sustenance, and he thinks only of improving his own condition, not of raising 
that class. All he strives for is to become independent as soon as possible. 
Hence the large number of small contractors and subcontractors of all sorts, 
whose gains often do not exceed the wages of their workmen. (Pp. 71-73.) 


The generalization is too sweeping and some of the statements 
of fact by which it is supported are open to question. In the first 
place, Russian statistics of factory operatives are utterly misleading. 
All establishments coming within the jurisdiction of the old guilds 
are classed as “handicrafts;” a furniture factory, a bookbinding 
shop, employing from twenty to fifty workers would not be con- 
sidered a “ factory.” Furthermore, strong labor organizations may 
be shown to exist, in the United States, in such trades as are nothing 
but handicrafts, e. g., the barber trade. It is a fact that the immi- 
grant from Russia had no experience in trade-unionism, since trade 
unions are prosecuted as conspiracies by the Russian law. That in 
itself, however, would not prevent the Jewish worker from adopting 
the ways of British trade-unionism, as he has adapted himself to 
working on Saturday and resting on Sunday, which to the Jewish 
immigrant must at first appear quite a revolutionary change. It is 
the opportunity of becoming an independent employer that feeds the 
spirit of individualism and militates against organization, rather than 
the reverse. 

The Jewish immigrant in London thus appears as the exemplary 
worker, devoutly conforming to the precepts of political economy. 
He practices “abstinence from personal consumption” to a degree 
which has made him an “ undesirable alien;” he abstains from the 
use of alcoholic liquor; he is “willing to work” from thirteen to 
fourteen hours a day, and in rush seasons he frequently works as 
long as sixteen and eighteen hours a day; he does not regard his 
condition as permanent, his highest ambition being to become an 
entrepreneur, an employer of labor; and he begins to save with that 
purpose in view as soon as he is able to earn regular wages; he 
believes in competition and disbelieves in organized labor. Yet when 
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the returns are counted, it looks as if virtue were, with him, but too 
often its own reward. His annual earnings are below those of the 
English workman ; even when he has risen to the rank of “ sweater,” 
his earnings are not much above those of his employees, but “his 
extraordinary frugality and complete abstention from the use of 
alcoholic liquor enable him to expend for rent a higher portion of his 
weekly earnings than does the native workman” (p. 34). The land- 
lord considers him “ the best tenant,” because he is ready and willing 
to pay the most exorbitant rents. The net economic results of the 
“abstinence” of the Jewish immigrant are summed up in crowded 
tenements and excessive rents. 


About one-half (45 per cent.) of the inhabitants of Whitechapel 
live in one-room dwellings ; there are, on an average, three occupants 
to such a room. The average for all houses is 2.24 occupants to a 
room. Rents have gone up nearly 82 per cent. since 1890. 

A form of rent-usury unknown outside the East End is the so-called 
“key money;” it is only by the payment of the key-money that the new 
tenant acquires the right of entry to his rooms; usually it inures to the land- 
lord — at times, however, to the outgoing tenant, or to the real-estate agent. 
The key-money has within late years rapidly advanced and bears no relation 
whatsoever to the rental price..... Not infrequently the key-money for a 
room which rents for from 4 to 6 shillings per week is as high as £2 and £3. 
(Pp. 34, 35.) 


Another evil which goes with overcrowding and high rents is the 
unsanitary condition of the houses in the congested districts. In 
Whitechapel an investigation of 497 houses showed 58 per cent. of 
them to be defective. Still it is shown that in Lambeth and Kensing- 
ton, where there are no foreign-born residents, the conditions are 
still more unsatisfactory (pp. 29, 30). 

That the rise of house rent in the district inhabited by Jewish 
immigrants has resulted in the crowding out of the native residents 
is demonstrated statistically. A contributory cause has been the 
extension of the factory district into Stepney, which reduced the 
number of inhabited houses in Whitechapel from 7,277 in 1891 to 
5,735 in 1901; the same is true of other registration districts in the 
borough of Stepney. The author fails to note that the overcrowding 
of workingmen’s districts in London is older than Jewish immigra- 
tion. The same conditions are complained of in official reports for 
1865. Says Dr. Hunter: 


He feels clear on two points—first that there are about twenty large 
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colonies in London, of about 10,000 persons each, whose miserable condition 
exceeds almost anything he has seen elsewhere in England, and is almost 
entirely the result of their bad house accommodation; and, second, that the 
crowded and dilapidated condition of the houses of these colonies is much 
worse than was the case twenty years ago. 

Karl Marx, who quotes the above statement, goes on to say that 
the better-off part of the working-class, together . . . . with the lower middle 
class, falls in London more and more under the curse of these vile conditions 
of dwelling in proportion .... as factories and the afflux of human beings 
grow in the metropolis. 


He quotes another health report which says that “rents have become 
so heavy that few laboring-men can afford more than one room.” * 

The apparent predilection of the Jewish immigrants for the con- 
gested districts, despite higher rents and poor accommodations, has 
been a riddle to the sociologist and a problem for the philanthropist. 
The explanation given by the author for Whitechapel and the adjoin- 
ing districts would fit as truly the conditions of the lower East Side 
in New York. 

The center of the Jewish town in London is located on the site of the 
old Jewish Ghetto. .... Whitechapel had of old a numerous English-Jewish 
population... . . When, .in 1881, the exodus of the Russian Jews began, 
those of the refugees who drifted into London naturally sought among their 
coreligionists protection and aid in the strange land..... Here were con- 
centrated all charitable institutions; here soon developed an industry which 
could utilize the unskilled immigrants —the domestic manufacture of ready- 
made clothing which gave employment to thousands. That later immigration 
further crystallized itself around this first settlement needs no further explana- 
tion; every newcomer went there where he found his countrymen who spoke 
his language, who fully understood the misery of his condition, and who 

. are always ready to offer liberal assistance to their countryman whose 
need is at the time greater than their own. Thus a large Russian-Jewish popu- 
lation has gradually grown up.... . Now every newcomer can hope speedily 
to find employment in one of the specifically Jewish industries. It is therefore 
self-evident that at present the Jewish immigrant is restricted in the choice of a 
habitation to certain parts of the East End. (Pp. 25, 32, 33.) 

Other causes are mentioned by the author, such as the proximity 
to the City, where all warehouses are located which furnish work to 
the sweat-shops, the use of the dwelling for a workshop, the sub- 
letting of rooms to boarders, the proximity of synagogues and Jewish 
butcher shops where “kosher” (ritually clean) meat may be had. 


* Capital, pp. 415, 416 (Humboldt Publishing Co., New York), quoting Public 
Health, Eighth Report (1865), p. 80. 
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Still all these causes are merely derivative, and the author fails to 
assign a place to the purely social factor—the natural craving of 
every human being for social intercourse with his own kind. 
“Whitechapel makes in many respects practically the impression of 
a city of the Jewish pale of settlement in Russia” (p. 26)—this in 
itself is sufficient to draw to it thousands of Russian Jews who may 
no longer be attached to it by economic ties. 

A brief consideration of these conditions shows the utter futility 
of the efforts of charitable institutions to bring relief by encouraging 
“dispersion” of immigrants throughout the country. 

On the whole, the importance of the Jewish Board of Guardians 
is very much overrated by the author, whereas the tenement-house 
policy of the London County Council and the Borough Council of 
Stepney has been considered by him as not within the scope of his 
inquiry (p. 37). Yet it must be obvious that the problem is one 
which can be adequately dealt with only by the municipality. 


Isaac A. Hourwicu. 
Wasurnecron, D. C. 


BOURGUIN’S EXAMINATION OF SOCIALISM? 


M. Maurice Bourguin has made an interesting and valuable exami- 
nation of socialism and social problems. His book is in summary a 
detailed analysis of the several social systems proposed by the con- 
temporary socialist groups, a painstaking review of the leading facts 
of modern capitalistic society, and, finally, the author’s conclusions as 
to how far the actual economic evolution justifies the socialist theory 
and expectations. 

In his study of socialism, which makes up the first part of his 
book, M. Bourguin has included “every system which implies sup- 
pression, reduction, or diffusion of capitalistic revenues by instituting, 
beside or in place of individual rights, collective rights in things for 
the profit of communities more or less vast.” Such a definition of 
socialism might cover almost every type of social reform movement, 
whether anarchism, communism, co-operation, or the mildest 
demands for state ownership of public utilities. Our author has, 
however, excluded from his discussion anarchism and communism ; 
anarchism because, although a plan for the suppression of capitalistic 
revenues, it supposes in addition the suppression of ali central or 

1Les systémes socialistes et l’évolution économique. By Maurice Bourguin. 
Paris: Armand Colin, 1904. 
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even local police power, and the absence of all general laws regulat- 
ing individual or collective action ; and communism because it aims to 
control the consumption as well as the production and distribution of 
the social product. 

To classify his socialist systems, M. Bourguin has abandoned the 
usual, somewhat empty, merely categorical, separation into Christian 
socialism, utopian socialism, and the like, and has used as basis of 
distinction economic differences — differences in regard to the state 
control of value and of the means of production. He thus dis- 
tinguishes four kinds of socialism: (1) pure collectivism, (2) state 
socialism, (3) communal socialism, (4) corporative socialism. The 
term “ pure collectivism ” he applies to all the systems which prescribe 
a central control of production and hold that values should be 
expressed by units of labor. This, the most generally advocated 
type of socialism, he sums up as the belief that society is tending more 
or less gradually to “integral socialization of all the means of pro- 
duction, those of the peasant, the artisan, and the small shopkeeper, 
as well as those of the capitalist ;” is tending toward “an organiza- 
tion where production will be exactly adjusted to needs, where dis- 
tribution will, at least during a period of transition, be according to 
the proportion of labor furnished by each member of society, and 
where, finally, all possible divergence between labor value and the 
price resulting from supply and demand will be eliminated,” and 
metallic money, “even as a sign of the time of social labor,” will be 
excluded. The name “state socialism” he applies to those systems 
which intrust a whole or a part of production to the state, but do not 
aim to alter arbitrarily present methods of determining value. 
“ Communal socialism” covers such theories as would have the com- 
munal group “ free to regulate their economic relations,” while “ cor- 
porative socialism” “supposes that no one in the association may 
claim an individual right over collective capital, nor make personal 
claim on the product.” The last two classifications seem to lack 
much real force. Schemes for establishing autonomous groups which 
would come under the headings of communal or corporative social- 
isms, as defined by M. Bourguin, might be part of the plans proposed 
either by anarchists or certain individualists or Marxists. Besides, 
the distinction in these last two classes seems really based on a 
political rather than on an economic, difference. The classification is 
sound enough, however, in the first two cases, and in the chapters 
which follow it is these two types of social systems which receive the 
most attention. 
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Part I is a careful presentation of certain aspects of each of the 
more important types of socialism, minor differences of opinion being 
scrupulously recognized. It is refreshing to be able to note that 
M. Bourguin departs from the mistaken usage of the average writer 
on socialism who continues at the beginning of the twentieth century 
to base all his statements concerning socialism on the somewhat out- 
worn prophets of 1850. It is not only Marx and Engels, but the 
best-known contemporary socialist theorists and political leaders, 
from whom these studies in socialism are drawn. Bebel, Kautsky, 
Jaurés, Deville, Vandervelde, and Destrée furnish the text for the 
discussion of pure collectivism; Georges Renard, Grénlund, and 
Sulzer, whose several systems are considered together because in 
common they believe it possible to combine the free play of demand 
and supply with payment in labor units, as socialists one degree 
removed from pure collectivism; Millerand’s Le socialisme réform- 
iste serves as the principal basis in the discussion of state socialism ; 
Paul Brousse and Anton Menger are chosen as the conspicuous 
exponents of communal socialism; and the systems proposed by 
Hertzka, Oppenheimer, Gide, and Andler are explained, along with 
some of the co-operative movements of the day, as examples of cor- 
porative socialism. Marxists will probably not have patience with 
Bourguin when he cites Bellamy, a Christian socialist, Jaurés, a 
“parliamentary ”’ socialist, or Hertzka, more commonly classed as 
an anarchist, all in connection with the same given question of social- 
istic doctrine; but there is justification enough for this grouping. 
The several schools of socialists which are today clamoring for a 
hearing really separate but slightly on fundamental questions of 
doctrine. Marxists do not really disagree with Bellamyites or 
“parliamentarians,” because these latter are Christians or idealists, 
nor because they fail to recognize the desirability of a collectivist 
state; for, as a rule, they have common aspirations in this direction. 
The dividing difference is really one of tactics. The student of doc- 
trines may therefore justifiably cite these several writers together, as 
M. Bourguin has done. 

The reader who peruses the first part of M. Bourguin’s book gets 
a vigorous and able account of the several schools of the contempo- 
rary socialist movement, but it is a statement of only one aspect of 
their theories. M. Bourguin has evidently adopted the sound view 
that a reformer proves his right to a hearing not so much by what 
he has to say against existing social conditions as by what he proposes 
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to substitute for the institutions he decries, and he has therefore 
elected to discuss only such of the doctrines as bear upon the char- 
acter which society is likely to assume in the future. The exposition 
gains in brevity, strength, and novelty on this account, for, especially 
in regard to Marxian socialism, to select the constructive theories and 
insist upon them, is to deserve well of the reader seeking education. 

Marxian socialists habitually refrain from explicitly outlining the 
socialistic state. They proudly claim that it is enough to show the 
weaknesses of the capitalistic society, and to show how the forces that 
evolved it are making for its gradual alteration to a society where 
economic functions are to be more highly centralized. Such a demon- 
stration, they say, is all that any candid person need ask in order to 
join them in furthering the natural and necessary social evolution. 
Teo such a demonstration, they insist, they confine themselves, leaving 
the future society gradually to develop when the first aim, the control 
of productive goods, shall have been accomplished. Evidently, M. 
Bourguin, like Schaffle, does not recognize any such pretension to 
lack of imagination or the power of foretelling. He sagely argues 
that, since Marxists—that is, “pure collectivists” — greet with 
scorn every attempt of those who adopt the same general theory of 
social evolution as themselves to outline a society which represents 
any compromise with the present economic system, this scorn must 
rest on some plan of their own, and this plan, this ideal, M. Bourguin 
easily finds expressed in their writings, and details for the reader’s 
benefit. He defers criticism of them until he has reviewed the actual 
facts of industrial growth. 

To such a review Part II is devoted, and the plan of thus measur- 
ing socialism in the light of carefully collected statistics is one of the 
chief merits of M. Bourguin’s book. He describes with detail the 
characteristic results of the introduction and continued use of 
mechanical processes. The growth of large capitals, and the con- 
centration of production through pools, trusts, and similar monop- 
olies; the alterations which capitalistic production has worked in 
commerce, in small industries, and in agricultural conditions; the 
extension of the economic réle of the state, not only as it has come to 
control and protect economic activities by way of factory and labor 
legislation, but as it has itself undertaken industrial enterprises ; the 
growing use of the method of collective bargaining, and the rise and 
rapid increase in all parts of the world of co-operative societies for 
the production, distribution, and exchange of commodities — these 
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industrial changes are in turn laid before the reader with strict atten- 
tion to the most recent statistical findings. Numberless references to 
pamphlets and reports, and nine carefully prepared and instructive 
statistical appendices, show with what scruple and industry M. Bour- 
guin has tried to get at the actual facts in the end of answering the 
question: “ Collectivism next or not? If not, what next?” 

Our author is confident that it is not a Marxian society which 
the social transformation is preparing. To this type of society he 
objects, and this not only because he feels intellectually convinced, 
as most people do, that pure collectivism jeopardizes individual 
liberty as much as, if not more than, the competitive system 
endangers it, and not only because it seems to his judgment likely to 
develop static conditions in industry by limiting and stunting the 
desires of the individual. Trained to believe in conclusions based on 
a study of reality, M. Bourguin might be willing to suspect his judg- 
ment if based on preconceived principles; but he does not doubt 
when he has facts to support it, and he objects to pure collectivism 
most of all because the facts do not support its “laws” of social 
growth. Statistics are against the “law of concentration of capital.” 
Neither in agriculture nor in many of the smaller skilled industries 
has this “law” acted, nor does it show any tendency so to act. M. 
Bourguin even sees in the facts before him certain data which suggest 
that some trades—particularly those that minister to the more 
luxurious and esthetic tastes in food, clothing, and furnishings — 
are tending to deconcentration and to return to earlier types of 
production. 

The “scientific” pretensions of the Marxists are as usual, and 
with just discrimination, much belittled. M. Bourguin thinks them 
more properly called “determinist philosophers,” “calvinistes sans 
Dieu,” who have adopted a theory of predestination wherein environ- 
ment plays the role of the power determining the elect. To cite 
Marx and his school as followers of Rousseau, as men using the 
deductive method and believing in original goodness, is certainly to 
run very wide of their estimation of themselves; is perhaps, indeed, 
somewhat to overaccent the peace and harmony which they expect to 
realize through the domination of the proletariat, and the consequent 
reign of free will; but here again M. Bourguin’s position is perfectly 
tenable. If men who call themselves economic determinists can yet 
bravely pin all their hope upon the power of the state in the service of 
a hope which is nothing more than the belief, as M. 





a system 
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Bourguin points out, “in the power of the will in the service of 
reason ;” if they can expect, as our author’s citations show, that the 
coming social revolution will cause the disappearance of barracks, 
prisons, and tribunals of justice, because vice, crime, and misery will 
have disappeared, they certainly lay themselves open to a charge of 
idealism—a charge which, by the way, some of the less system- 
bound of the socialists, men like Bernstein or Vandervelde, are them- 
selves willing to acknowledge. 

M. Bourguin next weighs the claims of state socialism. With 
regard to this type, the case, says M. Bourguin, is different from pure 
collectivism. 

The reality is in part favorable and in part against it. It is favorable to it 
by the incontestable progress of industrial, commercial, and financial centraliza- 
tion, and by the extension of enterprises of the state and the municipalities ; 
it is opposed by the spontaneous development of independent associations 
refractory to the administrative yoke; by the unbreakable firmness of agri- 
culture on a small scale supported by agricultural societies; by the survival of 
a multitude of industrial and commercial establishments of which the greater 
part preserve their raison d’étre alongside the larger establishments and do 
not seem in any sense to disappear. 


Co-operation, says M. Bourguin, is, of all the forms of conscious 
association for better economic advantage to each member of society, 
that which promises most; and yet co-operation, well-grown and 
growing though the movement be, is nearly insignificant, as compared 
with what must be accomplished before all production could assume 
the co-operative form. 

M. Bourguin is of the elect who recognize that to disprove 
socialist systems is not necessarily to disprove that social progress is 
away from strict individualism. His conclusions as to the direction 
of social growth, contained in Part III, merit special attention. 

While, as has been said, M. Bourguin is wholly certain that all 
men who dispassionately consider facts must see that it is not a 
Marxian society, with its regulated desire and payments in labor 
units, which the times are preparing, he is equally certain that social 
growth seems to favor “a more regular and co-ordinated organization 
of social activities.” He adopts frankly the idea that the economic 
evolution is bringing increased powers for economic reconstruction 
and construction to the state: 

A grand historical current which no human power can stop or turn aside is 
making for a greater connexity of economic interests, and so will establish in 
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the future, on the basis of economic interests, that unity of civilization which 
community of religious beliefs developed in the Europe of the Middle Ages. 


This does not mean, however, that our author adopts the economic 
interpretation of history as Marxists advance it. It is an historical 
determinism somewhat like that of Buckle which he apparently 
accepts. Physical and economic conditions are undoubtedly factors 
of social growth, but “factors whose force diminish as ideas of 
morals and of law develop into fixed facts whose potency increases 
as civilization grows more complex.” Current ideas of morals and 
of law have, he believes, developed an idea of justice which sums up 
as an insistent aspiration toward “greater security, well-being, and 
culture” for the masses of men; but M. Bourguin sees, as all 
reflective minds must perceive, the fallacy of the socialist allegation 
that it is increased misery which has developed and quickened the 
demand for better conditions. It is not increased poverty, but 
increased well-being, increased moral and intellectual education, 
which have spread this democratic ideal of the possibility of better 
distributing the rewards of industry. Men now generally ask that 
society minimize misery for all, says M. Bourguin, because there has 
grown up the “ spirit of the hive,” and men have become keenly con- 
scious that each of us is not the “autonomous center of the universe ” 
which he once fancied himself, but part of the community — one who 
owes most of what he is to the social surroundings in which he finds 
himself. “ Individualism has changed its nature and can no longer 
be conceived in any other way than fortified by association.” 

It is possible, says M. Bourguin, that the advance of association 
of effort is going to increase the number of wage-earners; but this 
need not dismay anybody. It does not imply disagreeable alterations 
in the life of the individual ; for it is perfectly possible to foresee how 
everything is preparing for the gradual removal of the more serious 
disabilities at present attaching to wage labor. Low wages, long 
hours, unsanitary conditions, and crises which bring enforced idle- 
ness to the able-bodied are beginning to be partially, and can ulti- 
mately be entirely, controlled by intelligent state action. 

M. Bourguin sees in legislation the only effective way to social 
betterment. Belief in the benevolent individual as a means for the 
amelioration of social evils is wisely relegated to the days of Samuel 
Smiles — without mention, however, of that “ unconscious perverter ” 
of English-speaking youth — on the ground that such influences lack 
“the really educative power vital to the generalized progress of the 
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masses.” ‘Trade-unionism is pronounced almost equally ineffective. 
The fact is recognized that the unions have given the requisite oppor- 
tunity for self-expression by self-government to a certain part of the 
working-class, but it is also pointed out that they have everywhere 
finally had to resort to legal enactment in order to give any perma- 
ence to their aims, besides having been impotent in aiding the larger 
part of the working-class made up of the children, the women, and 
the unskilled. As a means for natural and permanent reforms, 
therefore, legislation is deemed the method which the times are 
preparing, 

a legislation which traces equitably for the unions the limits of their rights and 
their responsibilities, . . . . a legislation which organizes the several professions 
by giving them their counsels elected by syndicates of employers and working- 
men, and which will invest these counsels with certain powers concerning 
workingmen’s insurance, regulation of labor, conciliation and arbitration, 


and generalized assistance for incapables. 

The ultimate conclusions of Les systémes socialistes are therefore 
that the swift alterations in mechanical production are not preparing 
us for any one of the systems offered by socialistic groups, but that 
a more acute demand for general well-being is leading, and is going 
increasingly to lead, democratic governments to undertake a larger 
control of industrial operations. Political democracy is developing 
industrial democracy. The individual trained by the past to submit 
to the majority will in the political order, must and will learn to do 
the same in the economic order, and even though some independence 
be thus risked, there will be a parallel gain of more social support and 
a greater certainty of livelihood. In short, according to M. Bour- 
guin, the tendency of the times is “in the direction of a capitalistic 
state of collective organization and democracy, in which the working- 
classes will grow in power, in wealth, and in culture,” and wherein 
individual property and wages will still exist; for without pretend- 
ing that they are eternal institutions, the evidence of history being to 
the contrary, and granting that they will be modified by the progres- 
sive emancipation of the working-class, there still remains nothing 
tangible to suggest their early disappearance. ; 

M. Bourguin has reached conclusions not very far removed from 
those of the right of the socialist movement. His ideas concerning 
the outlook for civilization seem to fall under his own definition of 
socialism; for he decides, from a study of the facts, that the 
economic evolution shows that there is to be a gradual reduction of 
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the capitalistic revenues by the increased recognition of collective 
rights alongside individual rights. He really separates from such 
socialists as in his own land are called parliamentary socialists or 
opportunists, or from the Fabians or the “ Revisionists ” of Germany, 
only in so far as he is more willing than they to have patience with 
the established forms of society. He is willing to believe that a better 
and more normal collective life may best be brought about by the 
gradual adoption of simple reform measures. His theory may fairly 
be said to be —to use the expression of one of his own countrymen 
—a “socialism without a doctrine.” Of the same class as our own 
Edmond Kelly, he is a free-lance socialist, indorsing the fundamental 
biographical, ethical, and political premises of the best “ militant” 
socialism and the fu:.damental changes it proclaims, and denying 
only their errors of economic theory and political tactics — errors 
springing from an overappreciation of the rights and powers of 
labor; errors which were manufactured in the heat of revolutionary 
fever and under the influence of an age of a priori reasoning: errors 
which are the remnants of a time when men were imbued with a 
settled rancor against aggressive and reactionary governments, or 
palpitating in a first sensitive rebellion against a human misery to 
which they had only just become alive; errors which have since 
been perpetuated by men who adopt blindly rather than think for 
themselves. 

Les systémes socialistes is, then, an enlightened criticism of the 
elder socialisms —a criticism which should force socialists to look 
their own constructive theories in the face and own their unsightli- 
ness; and it is also the statement of the fundamental principles for 
a socialism of a broader, sounder kind —a socialism toward which 
most thinkers of the day are inclining, however much they may, for 
the sake of the past, name it individualism, with a new interpretation 
of the limits of the police power; a socialism which depends for its 
successful issue upon the administrative capacity of men chosen by 
democratic majorities. 

And herein lies material for further investigation. For the 
inquirer concerning the direction of social progress and the claims of 
socialists is it not democracy which, in the last analysis, is on trial — 
democracy which today lays itself open to charges of unstable or 
unsound judgment, and, to put it kindly, of extreme administrative 
awkwardness? This form of social control M. Bourguin, as well as 
the socialists, seems to feel is to become the permanent custodian of 
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men’s civic relations, even where these are increasingly to intrude 
upon their industrial activities. Facts show that we are tending to 
industrial centralization, says M. Bourguin, and that we are tending 
to intrust the control of these centralized operations to government ; 
but he does not bring facts to show that we are inalterably to have 
democracy. He takes that for granted. With all the bias of his 
nation in favor of it, he views democracy as something axiomatic. 
He cheerily recognizes the vices of our democracies. He enumerates 
them as popular envy, class spirit, intriguing ambition, and corrup- 
tion; but he matches these with the race pride, caste spirit, violence 
of egotistical passions, barbarism of punishments, spirit of intrigue, 
and corruption of courts, which characterized past ages; and he 
further urges that the virtues of other forms of social organization 
are easily equaled and surpassed by the virtue of democratic times, 
the sentiment of independence and personal dignity, of fraternal pity, 
devotion to science, and generous activity in the cause of the people. 
All this may be true, and yet it seems curiously short-sighted to omit 
from a study of social evolution any inquiry as to whether democracy, 
whatever its virtues or vices, is to be the permanent method for con- 
ducting social affairs. I have no disposition to deny that it is not to 
be the permanent form, although I own serious doubts. I only urge 
that it is meet and proper to inquire, by means of the current facts 
of political growth, whether or not it is to be the future basis of 
economic activity, before deciding positively, as M. Bourguin has 
done, that it is to underlie the economic changes he foresees. That 
he has taken democracy to be absolute, while so carefully recognizing 
the relativity of economic facts, marks a limitation in M. Bourguin’s 
book —a limitation which he shares with most other socialistic 
writers. It would be desirable for someone with less bias than Mr. 
Lecky to make the inquiry. 

In spite of thus confining himself to economic research, and 
yet pronouncing on political conditions as well, M. Bourguin’s book 
makes timely reading. In the midst of so much conventional discus- 
sion of the possible coming, and the “ought to be,” of socialism, we 
need careful inquiries such as this of M. Bourguin. Every thinking 
man today who is not careless of human misery, or who has blood 
enough to be angered by the persistence of force and fraud in a highly 
conscious and complex civilization, finds at some time a social demo- 
crat who will present to him a picture of social harmony that will fire 
his imagination, stir the noblest aspirations of which he is capable, 
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and tempt him to join a “ class-conscious fight” for better conditions. 
To such a one, books like the volume under consideration are of 
special interest. It is of vital importance that these alluring pictures 
be weighed against facts; for to join a movement, however high its 
ideals, which has mistaken its bearings and is steering by the blinding 
light of a fixed system, is only to delay a much-to-be-desired progress 
of society toward better methods of social adjustment. 
Jessica B. Perxorto. 


UNIVERSITY OF CALIFORNIA. 
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The Principles of Economics, with Applications to Practical 
Problems. By FRANK A. Fetter. New York: The Cen- 
tury Co., 1904. 8vo, pp. xiii + 610. 


Among the numerous textbooks of economics which have 
appeared in England and America in the last year or two, Professor 
Fetter’s book is likely to take high rank. The fact that the theory is 
illuminated by constant references to practical life, and to such sides 
of life as college students are likely to come into contact with, and 
that it is also used to shed light on the larger problems of our current 
social life, is likely to render the book an attractive one for students 
and teachers. The author states that the book took shape in the 
course of regular teaching work, and that it represents the course of 
instruction which he has given in his classes. The careful reader of 
the volume will recognize in it numerous features bearing witiess to 
its origin. Few teachers possessed of much individuality find the 
courses planned by others completely suited to their own needs and 
personal idiosyncrasies. Many, however, are likely to derive valuable 
aid from the study of the methods of Dr. Fetter, and, for those who 
share his views on fundamental economic doctrines, his work may 
well serve as a first-class textbook. 

The present writer, while admiring the structure of Dr. Fetter’s 
course, and appreciating the fact that students following such a 
course are likely to have a keen interest in economics developed, 
finds himself in the position of a critic compelled to assail the very 
foundations of Dr. Fetter’s economic system. And yet the dis- 
agreement seems to be, in no small degree, a question of emphasis 
and of form, perhaps even one of terminology, rather than one 
which leads to any considerable divergence of view on most of the 
applications of principles to practice. So far as Dr. Fetter’s discus- 
sion of the great questions of labor policy, of tariff, of monopolistic 
corporations, of railroads, etc., is concerned, if it were dissociated 
from his exposition of the doctrine of value and the theory of dis- 
tribution, it is probable that a fundamental agreement rather than an 
essential difference of views would have been the deepest impression 
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left after a perusal of the treatise. How contradictory this seems! 
Can such differences of theoretic principles be of importance if they 
are not reflected in the application of those principles? Without 
attempting to discuss the point fully, it may be pointed out that sound 
judgment may sometimes overcome the handicap of a faulty or inade- 
quate theory. 

In regard to the differences of opinion referred to a discussion at 
length in this place would be both impossible and superfluous. The 
defects of the Austrian school in their treatment of value are no new 
theme. The views held by Dr. Fetter on the subject of rent and 
interest have been criticised and defended before American econo- 
mists as recently as last Christmas, at the meeting of the American 
Economic Association in New Orleans. Consistency seems to require 
that one who holds the views on value characteristic of the Austrian 
school should take a position, in reference to rent and interest, like 
that taken by Dr. Fetter. If conditions of supply can be substantially 
ignored, the basis of the difference between the rent problem and the 
interest problem is largely cut away. But is it wise to abandon the 
study of the essentials of each of these two problems? Grant that 
rarely, if ever, the conditions contemplated are encountered, and that 
practical problems are mostly cases intermediate between the 
extremes conceived as presented in the pure rent and interest prob- 
lems! Need the study of the idealized conditions be useless? Pro- 
fessor Fetter himself lays down the doctrine that we gain by a 
subdivision of complex questions. Let us take an analogy from 
physical science, where there is no doubt that the solution of practical 
problems is an important end subserved by the study. At the outset, 
who would dream of entering on the discussion of the properties of 
viscous fluids and elastic solids, merely because our personal experi- 
ence is with such things, and not with either perfect fluids or rigid, 
inelastic solids? At the one extreme we have the perfect fluid, offer- 
ing no resistance to displacement of its particles ; at the other, a body 
whose resistance is conceived as absolute, a body not deformed at all 
by pressures applied to it. So, too, in the problem of value, we can 
study the case of an object freely reproducible and replaceable, or the 
case of an object absolutely incapable of being reproduced or replaced. 
Actual problems present some features of the one case, some of the 
other. That advantage may result from the consideration of the 
extreme cases, even though they be ideals never realized in practice, 
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is suggested by the experience of workers in other branches of 
knowledge. 

As for the selection of terms, the use of the word “ rent” to desig- 
nate the income rendered by all durable forms of wealth, rather than 
in the customary, more limited application, need not be discussed at 
length here. It is proper to observe that there is no little probability 
that some of the difficulties arising in American minds over the 
restriction of the term by English writers would partly disappear if 
it were recognized that common usage in England does not admit 
the word “rent,” and especially the verbal form “to rent,” in such 
miscellaneous uses as is customary on this continent. It seems, fur- 
ther, to be overlooked that both the narrower signification of “ rent” 
in classical political economy, and the concept to which Dr. Fetter 
applies the word, need designations. 

Looking at the treatment accorded to cost of production, we 
observe that Dr. Fetter denies the occurrence of conditions of con- 
stant return, and appears to dispose of the case of increasing returns 
by:some remarks to the effect that comparison of agriculture and 
manufactures must properly be made from the same point of view, 
the area of land utilized in either case being considered as fixed. The 
law of diminishing returns is, it is very properly pointed out, 
applicable to other cases than those in which land is the factor of 
production whose amount is regarded as fixed. Why not take a 
corresponding outlook upon the question of increasing returns? Can 
it be seriously contended that conditions properly describable by the 
phrase “increasing returns” are not found to occur in modern pro- 
duction? If that be the case, some consideration of the relation of 
these conditions to the value of the products should not be entirely 
excluded. When monopoly conditions are under discussion, the 
importance of this case is recognized, though but briefly. 

In dealing with capital, the treatment adopted has not been wholly 
freed from apparent self-contradiction. Capital is defined as “ eco- 
nomic wealth expressed in terms of . . . . value,” “ the value equiva- 
lent” of money invested in goods. “ Expressed in the mobile form 
of capital,” “ wealth has become fluid in modern times.” But “‘ most 
capital is composed of things durable,” “the things composing capi- 
tal are concrete things,’ and “concrete capital cannot flow in to 
meet” a “need for ready money.” The expression in terms of 
value fails, after all, to relieve us of the consideration of the con- 
crete, nonmobile goods which form a large part of capital. It 
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has not made capital fluid, in the sense of rendering it capable of 
being transferred from one industrial use to another. No more has 
been effected than to secure a greater ease of change of ownership, 
through the institution of joint-stock companies and organized 
markets for dealing in the titles to ownership of the property of 
those companies, in the shape of stock and share certificates. The 
ready transfer of ownership may aid in the direction of newly created 
capital goods toward the most promising openings for investment. 
In this sense capital has become fluid, but something rnore funda- 
mental seems to be implied in the language of Dr. Fetter’s treatise. 

Seeking for a definition of interest, we appear to find it in the 
following: “Interest, the amount paid according to contract... . 
for credit in terms of money.” On the following page occurs a 
reference to “economic interest.” Nothing in explanation of this 
“economic” interest, as distinct from something secured by con- 
tract, seems to be supplied. The word “interest” is used as if suffi- 
ciently understood, and, as the denomination of an important eco- 
nomic category, seems to be thrown aside. In this connection it may 
also be mentioned that the term “economic wages” appears to be 


employed in the sense in which economists have become accustomed 
to employ the term “normal wages.” The change is the opposite of 


advantageous. 

Among problems in which the one-sided treatment of value leaves 
most to be desired is that of the determination of the values of com- 
plementary goods. The problem is introduced, reference is later 
made to principles established in relation to it, but its intricacies need 
more exposition than is accorded them if these principles are to be 
regarded as satisfactorily established and available for application. 

In expressing dissent from the positions taken by Professor 
Fetter, the writer desires to emphasize the fact that it is to the nature 
of the doctrines themselves that his criticism applies. Even Dr. 
Fetter’s capable exposition entirely fails to give them the coherence 
and consistency which are a primary desideratum. It is to be 
regretted that, in their admiring acceptance of what is significant and 
novel in the treatment by Austrian writers of the problem of value, 
those American economists among whom Dr. Fetter holds a dis- 
tinguished place have failed to grasp the importance of not rejecting 
the aid afforded by the study of the cost-of-production side of value. 
If the problem is conceived as one of the equilibrium of supply and 
demand, it seems reasonable enough to devote attention to utility as 
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that on which the value of a supply, changes in the amount of which 
are not contemplated, rests. But the equilibrium problem is not, in 
reality, one dealing with a supply of a certain amount, adjusted to the 
demand. It is rather to be regarded as that of a steady stream of 
goods supplied, regularly replaced as they are used up. Not even 
this is adequate, for we should consider the adjustment of the volume 
of the stream to meet the needs of a population growing in numbers, 
with increasing resources and developing tastes, or perhaps the oppo- 
site conditions of decline. In treating supply as a flow rather than 
as a stock, the impropriety of thrusting into an obscure corner the 
consideration of the forces maintaining the volume of the flow, is 
patent. It may be possible, by straining phrases, and by subtle men- 
tal gymnastics, to extract from the sole consideration of utility an 
explanation of the phenomena of value. But it is done at a great 
expense. We shall go further, and attain greater economy of mentai 
effort, if we frankly admit the co-ordinate importance of the con- 
sideration of utility and cost. 

It is barely worth while to direct attention to a few of those minor 
imperfections, in the volume under discussion, from which no book 
can expect to be entirely free. The discussion of crises before the 
theory of money has been treated seems hardly a satisfactory arrange- 
ment. In dealing with the subject of profits the language used prac- 
tically amounts to the assertion that the dividends of shareholders 
in a joint-stock company are the earnings of the managers of the 
company. Is this generally true in any sense which would prevent 
the proposition being extended so as to cover the oft-made assertion 
that the employer’s profits are stolen from his workpeople? When 
treating of English affairs, some slips are made by the author which 
are worth correcting. Thus Gresham’s Law had reference originally, 
not, as alleged (p. 446), to gold and silver, but to full-weight and 
clipped or debased silver coins in concurrent circulation. The Eng- 
lish people may, perhaps, still be debating the policy of free elemen- 
tary education (p. 507), but they adopted it as far back as 1891. In 
comparison with the foregoing, the antedating of the venture of the 
Rochdale Pioneers by two years (p. 299) of Jevons’ work on 
British coal supplies by four years (p. 88) and of the outbreak of the 
Boer War (p. 461) and of the great fire of London (p. 505) each by 
one year, are trivialities. Perhaps they are errors of the compositors. 

A. W. Fiux. 


McGiit UNIVERSITY. 
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Economic Principles: An Introductory Study. By A. W. Fiux. 
London: Methuen & Co., 1904. 8vo, pp. 20 + 324. 

The fortunate years in which three such books as those of Seager, 
Fetter, and Flux appear are not numerous. As to the last of these, 
the brilliant work of Professor Flux, the chief —and indeed almost 
the only —criticism to be made is that the author appears to have 
mistaken the field of his especial usefulness ; he has had in mind the 
preparation of an introductory text. It is not too much to say that the 
book is pretty nearly everything else than a textbook could be fairly 
expected to be; but it is not that. It is accurate, thoughtful, forceful, 
thorough, critical, logical, learned, temperate, clear; but it is difficult, 
abstract, and overcondensed; even for the practiced economist it is 
hard reading. This is not to imply that it is not surpassingly well 
worth while, a positive contribution to the literature and thought of 
the science — it is all of this; but that only very advanced classes will 
find the book possible of handling; and for these it covers too wide 
a field, and can be of great service only for reference purposes or for 
collateral reading. 

For advanced work, also, it is unfortunate that, as the author 
puts it, “ the volume contains hardly any references My desire 
has been, not merely to avoid introducing controversies which can 
only interest students more advanced than those for whom I wrote, 
but also to retain a freedom of expression which I must have denied 
myself, had I assigned each point of doctrine to those who first, or 
most clearly, gave it expression.” (Prefatory note.) But indebted- 
ness is, in an adequate way, expressed to many different writers. 

That the work is, in the main, of the classical point of view, as 
represented in the latest English thought, and especially by Marshall, 
will be taken as praise or blame, according to the economic allegiance 
professed by the individual reader. But in any event, the work is 
neo-classical upon the very highest level of thoroughness, accuracy, 
and modernity. 

Something of the author’s point of view may be inferred from his 
position upon certain important problems in current discussion; 
e. g., a yacht in use by its owner is termed capital; and the author 
admits or asserts (and it is not clear whether the case is one of 
admission or of assertion) that if this “ view of capital be pushed to 
its extreme, it will make the definition embrace all produced wealth 
not yet consumed, even though it take a form of little durability and 
the act of consumption be in progress” (p. 18). Savings are dis- 
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tinguished from capital goods, but are included within the term 
“capital.” Land is held to be a category distinct from capital, rents 
being excluded from cost of production, or, at all events, from price- 
determining costs, while interest is included. 

It is sufficient here to note these positions without attempting to 
make valuation of them; but even were sharp issue to be taken, 
there could be no lack of praise for the thoughtfulness and thorough- 
ness with which Professor Flux has entered into the problems. It 
is therefore the more to be regretted that, after adequately exposing 
the Austrian mix-up between marginal utility and marginal purchase 
price, the author should himself, in point of expression at least, 
repeatedly have fallen into the same bad error (e. g., pp. 47, 50, 51, 
52, four times, 62, 76, 81, etc.). But these are minor blemishes in a 
book which is, on the whole, a work of great merit and significance. 
So much the more could better treatment from the publisher, espe- 
cially in point of binding, have fairly been expected. 


H. J. DAVENPoRT. 


The Theory of Business Enterprise. By THORSTEIN VEBLEN. 
New York: Charles Scribner’s Sons, 1904. 8vo, pp. vii + 


400. 

Like its precursor, The Theory of the Leisure Class, Dr. Veblen’s 
new volume is a peculiarly “cool” book of remorseless thinking, on a 
difficult and intricate subject much trifled with of late. People will 
perhaps be repelled by this lack of sympathy with and propaganda 
for anything but the naked and often unlovely truth. The work deals 
rather with the methods of modern financiering and the quest of 
profit than with other less prominent commercial data. 

If we have to choose between the ten chapters of which the vol- 
ume consists, we should particularly recommend the last five as 
appealing more generally to the unbiased reader, who will upon 
reflection doubtless subscribe to most of the statements made. The 
first five seem rather to lead up to the others, and to be an attempt at 
more technical and erudite writing. Much is new of what the author 
says about crises, and probably also what he offers about the unfore- 
seen influence of suggestion and personal hypnotism upon the mood 
of the buying and selling public. The “ Theory of Modern Welfare” 
seems far more the theory of modern warfare, alias piracy, and even 
Dr. Veblen’s clever presentation cannot redeem it from being a dismal 
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science. What he says (p. 212) about the significance for the busi- 
ness world at large of the advance in workingmen’s wages must 
strike dismay into the heart of every Republican who has read with 
glee the Republican campaign textbook and noted the high wages 
paid in 1903 as compared with 1896. On the other hand, the theory 
of wasteful expenditure (pp. 255 ff.), as compared with the state- 
ments on p. 296, n. I, will carry relief to all those who question the 
wisdom of keeping the Philippines and the other booty from the 
Spanish-American War. The author’s speculations upon the coali- 
tion problem fairly downs one’s hopes in regard to a chance for the 
small producer, since he is evidently a promoter and an intensifier of 
“cut-throat” competition. It may be pertinent to ask what shall 
become of the individual consumer when prices are regulated by a 
monopoly, which, as experience shows, does not tend to lower prices, 
even if it does help to cheapen production. But this problem is 
evidently outside the plan of the book. The excellent remarks (pp. 
319, 320) about business thinking, and the equally keen observation 
about the absence of thrift among the modern industrial workmen 
and its causes (pp. 325-27) are among the most timely in the book. 
In the discussion of the policy of the trade unions most people will 
perhaps not side with the demands of trade unionism, although this 
does away with competition ; and it is not cleareven from the author’s 
reasoning why the formation of trusts with monopoly on production 
should be permissible in the light of natural rights, while the trades- 
union schedule with its monopoly on work should not be permissible 
(p. 331). The points of interest are many, and it is to be regretted 
that we cannot here call attention to all of them. 

Our objection to this work, and others of its kind, is still the old 
one: the constant use of terms which to the lay mind seem unneces- 
sarily studied and anachronistic. One is forcibly reminded of the 
condition of the French language during the sixteenth-century mania 
for importation of Greek and Latin words in their natural state. The 
English language in its efforts to specialize appears steadily to 
become more verknéchert, as the Germans call it, and causes the 
ordinary (not always the unenlightened) reader to recoil from its 
oddities. May heaven preserve us from,many more new words that 
make the brain reel in a vain attempt to explain them by.common- 
place English! It should be stated, however, that the Theory of 
Business Enterprise is vastly less burdened with these adornments 
than was the Theory of the Leisure Class, but there is also no doubt 














BOOK REVIEWS 117 


that many readers will lament their absence as withdrawing a pecu- 
liar technical flavor from the text. 

In many respects this volume must be counted a work of larger 
scope than was its predecessor, but it is fair to say its subject is 
neither so entertaining nor its persifiage so spirited and witty—a 
persiflage, we hasten to say, of singularly abstract and fairly remote 
character, or, as the author himself would say, without disrespect to 
anyone (or anything). The reader will confess, however, that there 
is evidence that the author is conversant with the main phases of 
the comédie humaine. 

To read the book, we think, is to object to some things, but agree 
to many more, and above all to compliment the author upon his cour- 
age and his penetration. The result will be a more thorough probing 
of the questions discussed. The excellent qualities of scholarly rea- 
soning and scientific demonstration which characterize this book, 
besides the author’s wide acquaintance with the existing economic 
literature, will become more conspicuous upon closer investigation of 
its pages. A. M. WERGELAND. 


The Laws of Imitation. By GasrieL Tarpe. Translated by 
Extste CLews Parsons. New York: Henry Holt & Co., 
1903. 8vo, pp. xxix + 404. 

It is something to the discredit of Americans that so many years 
have elapsed before a publisher ventured to put before them a trans- 
lation of Tarde’s masterpiece. Now that his busy pen is laid down 
forever, perhaps our educated public will wake up to the greatness 
and originality of Tarde’s contribution to sociology. His Lois d’imi- 
tation came at a time when sociologists were hastening confidently 
along the wrong road—for such must be considered the endeavor 
to interpret society as a totality rather than a plurality. The organic 
analogy had been done to death. There was no further suggestive- 
ness or illumination in it, yet it blocked the way to a more scientific 
comprehension of social phenomena. 

Then came the subtile and brilliant Frenchman, showing how the 
course and spread of civilization can be understood without recourse 
to such verbalisms as “ social organism,” “social mind,” “ collective 
soul,” “the genius of the race,” etc. Tarde was a thorough-paced 
individualist. Behind the mythical entities that cloudy thinking had 
called into being, he was able to see just individual men and women, 
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who by incessant interstimulation modify and civilize one another, 
and produce those great uniformities of belief and sentiment which 
are the platforms upon which social groupings most readily arise. 

The book before us is far from being a handbook of sociology for 
there are many aspects of social life Tarde did not touch. He 
attended to the psychology, rather than to the structure, of society, 
and even in this department he set forth the weaving of social tissue 
rather than the building of social groups. Tarde, moreover, was a 
historical intellectualist, and was never able to do justice to that man- 
ner of interpretation known as “historical materialism.” He gave 
too great prominence to the propounders of ideas and failed to see 
how often the mutations in the spiritual life of society — religion, 
morals, art, philosophy, etc.—are determined by a shifting of the 
economic plane. For example, the wide diffusion of feudal relations 
seemed to him due to a fury of imitation, rather than to the wide 
diffusion of certain conditions that naturally generate feudalism. 
Wars were looked upon by him as the outcome of differences of 
opinion rather than differences of interest. Despite this, and despite 
certain exaggerations of his two great principles, invention and imi- 
tation, there is no book one would sooner place in the hands of the 
skeptic, to convince him there is, after all, something in sociology. 

The book will prove an excellent text for students, inasmuch as 
it never leaves the reader self-complacent, but constantly stimulates 
him with alluring vistas and glimpses of vast horizons. Tarde’s 
thought is man’s size and challenges the reader to put forth his 
utmost powers. 

In view of the goodness of the translation, one is surprised to 
find certain strange slips. We find “being beseeched,” for beiny 
besought (p. xvi), “in advance” for before (p. 43), “universe” for 
world (p. 49), “soliditary” for solidarity (p. 148), “reunion” for 
union (p. 256), “ fatuous” for infatuated (p. 257). 

EpwarpD ALswortH Ross. 

University oF NEBRASKA. 


L’anarchisme aux Etats Unis. By Paut Guto. Paris: Armand 
Colin, 1903. 8vo, pp. xvi + 196.. 
History of Socialism in the United States. By Morris H1Liguir. 
New York: Funk & Wagnalls, 1903. 8vo, pp. 353. 
Another foreigner has come among us with a notebook, observed 
hastily, generalized sweepingly, written a few interesting and appar- 
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ently faithful descriptions, and concluded with a magnificent pre- 
diction as to our whole political future, derived apparently from sheer 
inspiration. 

In Mr. Ghio’s opinion, inequalities of wealth in the United States 
are increasing, and the power of government, ostensibly democratic, 
is the agency by which, through special favors—customs duties, 
franchises, etc.— the moneyed class is able steadily to augment its 
wealth and power; yet the spirit of equality is nowhere stronger 
than here and must at length assert itself triumphantly; “this will 
be the work of the ‘intellectual anarchists,’ like Tucker and his 
disciples.” Whether one accepts or rejects this view, the present 
attempt at justifying it is evidently not well performed. The census 
returns for 1890 and 1900 are made the basis of an argument that 
the wage-earners received a less share of the national income in the 
later than in the earlier year. The statistical methods of this show- 
ing are at some points astonishing. An average rate of wages in 
manufactures for each of the two years is found by dividing the 
total sum paid in wages (according to the census) by the average 
number of wage-earners employed during the year, making the 
average wages $448 for 1890, but only $437 for 1900. The obvious 
general comment on this calculation is that it presupposes for the 
census figures a precision which does not belong to them; more 
specifically it should have been noticed, by a slight study of the 
census reports, that the method used in 1890 for calculating the 
average number of workmen is widely different from that of 1900; 
that, further, many general superintendents, managers, and officers 
of corporations were reported with skilled workmen in 1890, but 
excluded from that category in 1900; that the enumeration of 1890 
was much less complete than that of 1900 — in one instance (cotton- 
ginning) the number of establishments was made to seem seven 
times greater in 1900, though it is probable that the number had 
actually decreased. Mr. Ghio supports by statistics similarly mis- 
leading the proposition that the cost of living increased greatly from 
1890 to 1900. Certain articles are mentioned which appear from a 
table prepared by the Department of Labor to have risen gréatly in 
price (various meats, eggs, salt, pepper, tea, coal, glass-ware, petro- 
leum, and furniture), but the author neglects to mention, as candor 
required, that the same table shows a slight fall in the average prices 
of food (all kinds) during the same period, a fall of about one-tenth 
in clothing, and no substantial change in the average for all com- 
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modities. There are other statistical blunders equally serious. It 
cannot, however, be denied that this discussion justifies at any rate a 
suspicion that the wage-earning population gained little from the 
increase in the national income during the last decade of the century, 
but an argument to that effect would have much more force if based 
simply on statistics of wages and prices, instead of the unwieldy and 
uncertain census totals. 

The reader is surprised to hear that slavery in the northern states 
was “already” declining by about 1850 (p. 48), or that the people 
of the United States, as compared with other nations, are peculiarly 
“ mystical,” and that what are here called manifestations of this 
spirit— the “ Brotherhood of the Co-operative Commonwealth,” the 
“ Roycrofters,” etc.— are movements of great practical importance. 
It would be difficult to justify the statement that the single-tax 
movement has been swallowed up in “socialism proper.” Again, it 
is a mistake, not without importance, at least as showing the hasty 
inaccuracy of this book, to say that of the Chicago Haymarket anar- 
chists sentenced to death all but the one who committed suicide were 
executed. 


Mr. Hillquit’s book is an unpretentious account of the early 
socialistic movements — Owenist, Fourierist, etc.— and of the later 
socialism. He is a partisan, being a leader of one of the socialist 
factions, but his partisanship is not often obtrusive. He repeats 
once more the often argued complaints of the condition of the 
American farmer, and the similarly familiar protest against Mr. 
Cleveland’s action regarding the great strike of 1894, as well as the 
opinion, evidently erroneous, that the rise of trade unions is due 
essentially to the rise of trusts. The history of the earlier 
“utopian” movements is told in readable fashion, and the recent 
history of political socialism is set forth as clearly as it is possible to 
describe such a confusing jumble of factions and subfactions. 

A. P. Winston. 


Zur Genesis des modernen Kapitalismus: Forschungen zur Entste- 
hung der grossen biirgerlichen Kapitalvermigen am Aus- 
gang des Mittelalters und zu Begiun der Neuszeit, zundachst 
in Augsburg. By Jacosp Strreper. Leipzig: Duncker & 
Humblot, 1904. 8vo, pp. ix + 233. 

The subtitle sufficiently indicates the purpose of the book, except 
that it has as a secondary purpose the refutation of a certain point in 
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Mr. Sombart’s exposition of the origins of capitalism. The discussion 
throughout takes the controversial form, but the handling of the 
materials seems to be none the less painstaking and thorough on that 
account. Mr. Strieder has gone into the details of the formation of 
the large fortunes that played a part in business enterprise in the 
fifteenth and sixteenth centuries much more exhaustively than Mr. 
Sombart seems to have done; and he seems, on the whole, to have 
made good his point against Mr. Sombart’s contention, so far as any- 
one who is not an expert on that particular chapter of economic his- 
tory may judge. 

Those who are familiar with Mr. Sombart’s Moderne Kapitalis- 
mus will remember that characteristic passage in his exposition where 
he contends, with a considerable citation and analysis of historic 
material, that the great fortunes which made possible the magnificent 
growth of South German business enterprise in early modern times 
were derived, not from the profits of business, but from accumula- 
tions outside of business, chiefly the incomes from rent accruing to 
members of the nobility and to other landed proprietors. The con- 
tention may be put in the form of a general proposition to the effect 
that investment for a profit did not create the great capitalized for- 
tunes, but the accumulation of great fortunes gave rise to investment 
for a profit and so led to their capitalization. In other and more 
general terms of economic theory, the growth of a market did not 
give rise to investment for a profit and so to capitalized accumula- 
tions, but conversely the accumulation of capitalizable fortiines gave 
rise to investment for a profit and so created the market. Mr. 
Strieder argues for the contrary and traces the origin of nearly all 
the wealthy families concerned in the trade of Augsburg, particularly, 
and shows step by step how they came by their holdings. In virtually 
all the cases in which conclusive evidence is to be had the invested 
holdings seem to have had their origin in the petty trade carried on by 
master-craftsmen. That there was a relatively large volume of this 
petty trade always going on, especially during the better days of the 
handicraft system, is, of course, a well-attested fact. Such trade was 
an unavoidable accompaniment of the growth of handicraft; indeed, 
it was an integral factor of the handicraft system. That some accu- 
mulations of appreciable magnitude should arise from this source 
would also be reasonably expected. But that capitalizable accumula- 
tions should also have taken place outside the range of this petty 
trade seems likewise reasonable. Mr. Strieder claims that, within 
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the range of data examined by him, these accumulations from outside 
the trade are a negligible factor, as against Mr. Sombart who sees in 
them the genesis of all the capitalized wealth that entered into that 
era of business enterprise. 

The point in controversy, it should be said, is not of vital conse- 
quence to Mr. Sombart’s views as to the rise and progress of capital- 
ism, and does not in any serious manner impugn the value of his 
great work. The value of Mr. Strieder’s work also does not lie in 
his refutation of Mr. Sombart’s view, but in the thoroughness with 
which he has cleared up a special point in the early history of 
business. V. 


The Policy and Administration of the Dutch in Java. By CLive 
Day. New York: The Macmillan Co., 1904. I2mo, pp. 


xxi + 434. 

A special interest attaches at the present time to the history of 
the colonial administration by different countries, particularly in the 
tropics, in view of the fact that the United States is confronted with 
the same problems that other nations have undertaken to solve. Pro- 
fessor Day’s study, therefore, of the colonial administration of the 
Dutch in Java is especially timely. 

The book in hand more than fulfils the promise of the two articles 
published by its author in the Yale Review in 1900 on the culture 
system in Java. It is a study drawn from the original sources in the 
public documents of Holland and from the writings of the Dutch 
historians, and gives in brief compass the significant results, both 
political and economic, of the Dutch administration in their most 
important dependency. The author traces the history of the Dutch 
in Java from the beginning of their rule there down to the present 
time and prefaces it by a careful study of the native organization 
prior to the coming of the Europeans. As the objects of the Dutch 
political system were mainly economic in their character, the book is 
quite as much an economic history of Java as it is a political history. 
Unlike those historians who are prone to present the facts and let 
all motives which actuated men go and who refuse to draw moral 
lessons from history, the author of this historical study is not at all 
averse to pointing out from time to time what seem to him to be the 
motives, good or bad, which actuated those in charge of the adminis- 
tration, nor to point out wherein they have failed to succeed. His 
judgment of the culture system has already been made known 
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through the two articles above referred to; namely, that the Dutch 
made money for a time, but that they sacrificed their permanent inter- 
ests in the process. He maintains that they prevented the education 
and civilization of the native laborers, prevented more advanced 
industrial organization by European planters, and asserts that the 
revenue that they obtained was no compensation for the check on 
Java’s productive powers —a check which resulted in no small loss 
to the world at large. 

Yet the argument which maintained the culture system in Java 
was not, in the judgment of this author, the revenue which the system 
yielded so much as the fear that under freedom there would be no 
cultivation of export articles at all; that the native, if left to himself, 
would give up producing coffee and sugar, and would raise nothing 
more than the food necessary for his existence, and that consequently 
the people of Europe would lose all the benefits which the natural 
resources of Java, if properly exploited, could confer upon them. 
This argument was founded upon the characteristic indolence of the 
native of the tropics and the bounty of nature which relieves him of 
the urgent necessity of labor. The establishment of a cruel bondage 
as a means of making the native work and to keep him from indulg- 
ing his natural indolence was common in the native archipelago 
before the Dutch arrived, and the Dutch in establishing the culture 
system simply established a relationship of master and servant 
analogous to that which had existed before. Another reason for 
continuing the culture system so long was found in the fact that it 
provided the worst possible foundation for the introduction of a sys- 
tem of free labor, inasmuch as the natives worked, not because they 
wanted to, but in fear of punishment and not hope of reward. 
According to this view, the culture system perpetuated itself because 
it unfitted the native for a better system; a new form of the idea that 
the poverty of the poor is their undoing. 

Against these views the author is inclined to urge the advantage 
of the free system over the culture system, on the ground that on the 
one side the native has been well protected, and on the other produc- 
tion has steadily and rapidly increased; yet he is inclined to féel that 
the evils inherent from the culture system have checked the advance 
which might otherwise have been possible. Says he: 

Welfare in the European sense hardly exists in Java now. The people 
prefer to increase in number rather than to raise their standard of living as 
individuals. They seem, however, in spite of a great growth of population, to 
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have at least maintained the customary standard. Articles describing the 
private economy of the Javanese show that they have a pitifully small margin 
above the mere necessaries of life. Oriental and European standards are 
vastly different, however; measured by the oriental standard, or measured 
by their own past history, the Javanese are now comparatively well-to-do. 
The book will undoubtedly be frequently consulted by those who 
desire to draw, from the experience of the Dutch in Java, lessons to 
be applied to the administration of the United States in the Philip- 
pines. To a very considerable extent, it will be valuable for such 
purposes. But the conditions differ between the two colonies in many 
material respects. During the centuries of Spanish rule the Catholic 
religion was thoroughly introduced into the Philippines, and in that 
one respect, at least, the Philippines have advanced in civilization 
beyond other oriental countries. Whatever the points of likeness that 
invite comparison, there are differences so great that a comparison 
can be attempted only by those who are thoroughly familiar with both 
fields. This caution is voiced indirectly by the author when, in the 
conclusion of his book, he declines to offer “a summary appreciation 
of its [i. e., the Dutch administration] efficiency.” He states that “ it 
is possible to learn from Dutch Indian literature what the Dutch have 
tried to do, in what measure they have succeeded, and, to some extent, 
what have been the causes of their failures ;” but he maintains that 
“it is difficult to say what would have been the result if they had fol- 
lowed a different course from that which they have pursued, and it 
is impossible for me to say how much better or worse another 
people (the English, for example) would have done in their place.” 
The book will undoubtedly be regarded as one of the most valu- 
able contributions to the history of colonial administration that have 
appeared in the English language. It is supplemented by ample 
biographical notes, is written in an attractive and interesting style, 
and shows throughout the marks of a most painstaking scholarship. 
Cart C. PLEHN. 


UNIVERSITY OF CALIFORNIA. 


Oesterreich-Ungarns Handels- und Industrie-Politik. Mit be- 
sonderer Riicksichtsnahme auf das in der Monarchie zutage 
tretende Bestreben nach iiberseeitscher Kulturarbeit. By 
H. von BtLow. Berlin: Wilhelm Suesserott, 1902. Large 
8vo, pp. xxi + 300. 

This book is not a historical study of Austria’s commercial and 
industrial policy, but a decidedly partisan exposition of present-day 
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conditions and tendencies. The work seems to have been written 
with the purpose of stirring up the Austrian people to take a more 
active part in international commerce, to a more lively interest in the 
welfare of their fellow-citizens abroad, and to the possible advan- 
tages which might come to the mother-country from a closer con- 
nection with emigrants who have gone to other countries. . It is a 
sort of a trumpet call to the fatherland to wake up to the opportuni- 
ties which the author believes are being neglected. The keynote of 
the book is suggested by a quotation from Shakespeare on the title- 
page: “There is a tide in the affairs of men which, taken at the 
flood, leads on to fortune.” The colonial policy of Austria, if one 
may apply this term to a country which has never had any important 
colonies in the stricter sense of the word, has, in the opinion of the 
author, been very faulty and sluggish in the past. While the neigh- 
boring state of Germany has been making marked progress in this 
direction, Austria has remained behind. The causes for the indiffer- 
ence on the part of the administration and of the people in general 
are discussed in considerable detail. The failure of Austria to 
acquire territory abroad upon which she might land her representa- 
tives ; the troublesome police supervision of emigration ; the indiffer- 
ence of the administration, which at times has taken the attitude 
that when an emigrant has once left the country it is no longer con- 
cerned in his future, and that the country is well rid of those who are 
not willing to stay at home; the failure to cultivate friendly relations, 
leading to possible expansion of trade, with Austrian settlers in other 
countries, seem to be the principal items in the indictment which the 
author brings against the Austrian policy. The chief remedy which 
he points out, among a number of others, is to cultivate a closer 
relation between the mother-country and the emigrants who have 
settled in large numbers in other countries abroad. He does not 
hope, apparently, for territorial expansion, but rather for intimate 
commercial relations with the groups of Austrians in the United 
States and South America and in other parts of the world, making 
these the centers for the expansion of Austrian influence. It is 
altogether a peaceful “colonization” which he advocates, the main 
purpose of which is to prevent the emigrant from losing his interest 
in the fatherland and becoming a citizen of the new country. 
Among the subordinate measures which he puts forward as likely 
to help in the expansion of the foreign commerce of Austria- 
Hungary is the improvement of the means of transportation within 
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the country, especially of the waterways, with a view to facilitating 
the export of Austrian products. 

Although the work is of a temporary and almost polemical char- 
acter, as might well be supposed from the purpose as stated above, 
and although it is written in an almost polemical style, the point of 
view being that of the advocate, never that of a scientific investigator, 
yet it contains a great deal of very useful information concerning 
the present condition of Austria-Hungary’s foreign commerce and 
the relations with her citizens in other countries. One of the diffi- 
culties in the way of a full realization of Herr von Biilow’s hopes 
lies in the fact that a large pecentage of the emigrants from Austria 
are Poles, and, when he sums up the number of settlers in other 
countries who have gone from Austria, he is citing continually 
figures concerning Poles. The book contains many encomiums of 
the purposes and the work of the Austro-Hungarian Colonial 
Society, which was founded in 1894 for the purpose of expanding 
the national influence in other parts of the world, although this 
society has been seriously handicapped by the unsettled condition of 
Austrian home politics and the friction between the different sections 
of the country. 

Austria has no foreign commerce. The government has been 
making numerous efforts to stimulate commerce in one way or 
another, as for example by lending assistance to commercial 
museums, commercial high schools, and the like; but the results 
have been small. 

The chief value of the book to readers outside of Austria lies in 
the insight which it affords into present-day economic conditions in 
Austria. c <. 2. 


The Trade Relations of the Empire. By J. W. Root. Liverpool: 
J. W. Root, 1903. 8vo, pp. xvi + 431. 


This is a work treating, as the title suggests, of the present trade 
relations of the British Empire. The author tells us in his preface 
that he has endeavored to deal with his subject 


from a practical point of view, as, while theory and sentiment are all very well 
in their proper places, they are dangerous elements to introduce into the busi- 
ness relations of a great empire, split into many fragments, and very often 
with little in common beyond political association. 
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In his introductory chapter he deals in generalities—the basis of 
customs unions. The American union, the German Zollverein, and 
other politico-economic consolidations are considered to show the 
conditions which make customs unions possible. The conclusion 
arrived at is that the policy of fiscal union, so far as the British 
Empire is concerned, stands condemned because nature — unlike in 
the case of the United States, Germany, and other countries — 
has furnished the British Empire with broad bands of separation between its 
greatest zones, and has thus helped to solve for the British Empire one of the 
most difficult problems confronting mankind. 


The author, however, is not content with general statements, but 
proceeds, in succeeding chapters (2-9) to consider in great detail the 
commerce and commercial policy of the various self-governing and 
crown colonies of Great Britain. This part of the book—not only 
the bulkiest, but also the most valuable, portion—is written in a 
clear and fairly unbiased manner, gives us a valuable picture of 
present trade and industrial conditions of the countries in question, 
and is a contribution of considerable present value to the discussion 
of the plan of British imperial federation. The author makes out a 
strong case, in the body of his book, for the general conclusions 
stated in his introductory chapter. In his final chapter he tells us that, 
as far as foreign countries are concerned, Great Britain can exercise no con- 
trolling influence in the legislation that regulates such matters, and at best 
can only ask for conditions as favorable as its competitors. But the lesson 
apparently has not yet been fully learned, that the trade policy which best 
assures the prosperity of each component part of the British Empire will 
prove in the long run best for it as a whole. 
Georce Mycatt Fisk. 


Deutsche Arbeitskammern: Untersuchungen zur Frage einer 
geseizlichen Interessenvertretung der Unternehmer und 
Arbeiter in Deutschland. By BERNARD Harms. Tiibingen: 
H. Laupp,; 1904. 8vo, pp xii + 96. 

This book is of the nature of a tract for the times. ‘Recent 
economic development in Germany has brought that country face to 
face with the same crisis in dealing with conflicting industrial inter- 
ests felt to exist in the United States. Dr. Harms believes that not 
only the economic future of Germany, but the future of the nation 
itself, is threatened unless some means is speedily found of allaying 
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the bitterness of the struggle between employer and employed, a 
struggle always imminent and frequently shown in strikes. The 
author does not pretend to have discovered a solution of existing 
labor problems that will in a day bring social peace; but he has 
great confidence that he has indicated the next step necessary for 
progress in that direction. 

That step lies in the creation by law, for dealing with industrial 
questions, of still another organ of government —the Arbeitskam- 
mern. He admits that the success of similar boards in various con- 
tinental countries, whose work is reviewed in the first third of the 
volume, has been indifferent; but he finds the reasons for relative 
failure chiefly in the faulty organization of these boards and in their 
lack of financial support. Dr. Harms’ scheme provides for the 
formation, wherever the conditions of industry demand them, of local 
labor boards (Lokalarbeitskammern) that shall be truly representa- 
tive of the industrial interests of employers and employed engaged in 
factory production. The relations now established between masters 
and men in the handicrafts, and the work of their organized means 
of conference—the Handwerkskammern—he would leave undis- 
turbed. He would have the local chamber inquire into many subjects 
pertaining to the communal welfare—as lodgings, workingmen’s 
dwellings, poor-relief, support of those out of work, and government 
employment agencies — apparently with a view to giving advice to, 
and co-operating with, the local authorities. He would have them 
investigate the industries represented with reference to the numbers 
employed, wages, the employment of women and children, and the 
like. These chambers would become a meeting-ground for con- 
flicting interests and a means of promoting a mutual understanding 
and sympathy between the industrial classes. And finally he would 
transfer to these Arbeitskammern one of the functions of the arbitra- 
tion boards (Gewerbgerichte) authorized by the act of July 29, 1890 
—namely, that of mediation. 

It is shown that the Gewerbgerichte are not fulfilling the purpose 
for which they were intended. In 1896 they were used in only 
twenty-eight cases in the whole empire, and in 1900 the number had 
risen to only fifty. Dr. Harms argues with great force that an error 
was made in giving to these tribunals the powers of a court over 
questions coming before them, while requiring them also to act as a 
board of conciliation (pp. 76, 77). This duty he would transfer 
from the arbitration tribunals to the Arbeitskammern, which are 
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primarily concerned with the details of the industrial life of the 
community; and he would require that, before a strike or lockout 
occurs in which more than ten persons are involved, the questions 
in dispute must be brought before certain officers of the Localarbeits- 
kammern sitting as an Einigungskommission. The negotiation would 
be compulsory ; but upon a failure of the parties to agree, the strike 
may be proceeded with. This plan would at least compel a degree 
of “ publicity ” not now possible in Germany or in our own country ; 
but it has been contended that such a law would be a prolific breeder 
of strikes. The natural tendency of conciliation boards is to sug- 
gest a compromise — to split the difference. Workmen likely to get 
the approval of a board, and the supposed consequent public sym- 
pathy, for a demand for something more than they are getting, have 
constantly before them, it is said, a temptation to threaten a strike. 

These local boards have the most important functions to perform 
that belong to Dr. Harms’ scheme. But above them he would have 
district boards (Bezirksarbeitskammern), composed of representa- 
tives chosen by the local boards, whose duty it would be to work 
over the statistical material collected by the local boards, keep in 
touch with their needs and demands, and serve as a medium of 
communication with the imperial labor office (Reichsarbeitsamt), 
which he would place at the head of the whole organization. 

How far the scheme proposed would go toward bridging over the 
“social and economic chasm” which now separates the producing 
classes, it is difficult to say; but in a country where legal compulsion 
may be used to bring antagonists, too often well-nigh strangers, 
into active co-operation in dealing with varied problems of com- 
munity welfare, it does not seem improbable that a better under- 
standing might be reached in matters of employment. It is at least 
possible that employers should after a time ask themselves the ques- 
tions put by the author: Why not take into partial confidence at least 
the men who ought to know something reliable about current 
industrial conditions? Why leave all instruction on such matters to 
the political agitators ? ; 

G. O. Virtue. 


Winona, MINN. 


Trade Unionism and British Industry. By Epwin A. Pratt. 
London: John Murray, 1904. 8vo, pp. vii + 244. 


The republication at this time of the articles which Mr. Pratt 
contributed to the London Times in the fall of 1901 under the title 
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of The Crisis in British Industry is justified by their seemingly inti- 
mate bearing upon the fiscal controversy. In his study of the 
industrial situation and in his conversations with English manu- 
facturers in 1901, only rarely did Mr. Pratt find the subject of pro- 
tection referred to as a means of averting the crisis that threatened 
British industry —in fact, “ the general impression seemed to be that 
if British manufacturers were not so hampered by labor conditions, 
they would, as a rule— though exceptions were fully admitted — be 
able to hold their own in spite of foreign competition” (p. 8). In 
short Mr. Pratt thinks that the conditions which he has shown to 
exist prove beyond question that it is labor reform and not tariff 
reform that is needed to bring the desired relief to British industries 
and British trade. 

The book, taken as a whole, is a severe indictment of what is 
called the “new unionism ” —the militant unionism — which is, the 
author thinks, the most potent force for evil in the English industrial 
world of today. It is this unionism that he finds guilty of encourag- 
ing “the whole range of ‘go-easy’ fallacies” —the restriction of 
output, the opposition to labor-saving machinery, the excessive 
shortening of hours, the unreasonable regulations as to the taking on 
and discharge of men, the limitation of apprentices, and devices for 
the artificial control of the labor supply in certain trades. These 
features of trade-union policy, it is pointed out, have resulted, and 
must necessarily result, in an increased cost of production which 
means either a higher price to the long-suffering consumer or the 
transfer of the trade to foreign countries. It is interesting to note in 
this connection that Mr. Pratt finds it a redeeming feature in the 
situation “that English people, with their conservative English 
instincts, are still sufficiently patriotic to pay even a little more for an 
English-made article, provided the difference in price is not too 
great” (p. 110)! 

The trade-union situation in twenty of the leading British indus- 
tries is discussed in detail, and in almost every case the unions are 
held responsible for a depressing outlook. A failure on their part to 
realize the importance of such a factor as foreign competition has led 
to increasing use of Belgium plate glass, German bottles, Swedish 
doors and window sashes, American saws, edge tools from France, 
and other products formerly supplied to the English market by Eng- 
lish factories. 

It is trade-unionism in practice rather than trade-unionism in 
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theory that Mr. Pratt condemns. That the unions might, if conducted 
along proper lines, be useful to the employer as well as the employee 
he does not deny. The practices he holds up for censure are in no 
wise an essential part of trade-union function. The objectionable 
rules are features of “trade-union law understood rather than 
written,” and of the “ca-nanny” or “go-easy” principle, he says, 
“The more prominent leaders would of course disavow the principle, 
but though they may not encourage it openly, they do so tacitly, and 
their subordinates, ‘shop delegates,’ and others, do so directly” 
(p. 27). 

The fundamental assumption underlying Mr. Pratt’s whole dis- 
cussion is that the trade-union demands for shorter hours and higher 
wages have not been accompanied, when granted, by any increased 
efficiency on the part of the laborers themselves. While theoretically 
it may be claimed that an increased leisure and an improvement in 
the standard of life will make the laborer more efficient and lower 
the cost of production, practically, according to Mr. Pratt, it has 
worked out very differently and in some cases (p. 73), the increased 
leisure has been devoted to plastering, gardening, shoemaking, and 
other employments. 

On the whole, the reader of Mr. Pratt’s book cannot fail to be 
impressed with the fact that he is hearing only one side of the story. 
Hostility to trade-unionism is written large on every page from cover 
to cover, and the author’s very evident bias makes one question 
rather than accept his conclusions. That the average trade-unionist 
still clings to the “lump of labor” fallacy and feels the necessity of 
“making the work go round,” and the virtue of “leaving something 
for the unemployed,” is generally admitted and deplored even by his 
friends, but that trade-unionism is responsible for all of the ills that 
have befallen British trade and industry is not so clear. Nor is it 
clear either that the “new unionism” which Mr. Pratt finds in Eng- 
land is a “ militant” unionism of “truculent tactics” whose policy 
is controlled largely by the socialists, the unemployed, the ne’er-do- 
wells, and the indolent workers (pp. 145, 206). The question might 
also be raised whether the trade-union world has not moved in the 
three years since the writing of these articles, and whether it has not 
been moving in England, as it has in this country, toward the substi- 
tution of what have been called the new industrial unions for the old 
trade unions, so that a great industry whose employees formerly 
belonged to twenty or thirty different unions will no longer be a house 
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divided against itself. If this tendency has been observed in England 
to anything like the same extent as in this country, the difficult situa- 
tion pictured by Mr. Pratt (pp. 177-79) as the result of trade-union 
family quarrels may be more imaginary than real. 

As a call to trade-unionists to put their house in order, Mr. Pratt’s 
strictures might serve a very useful purpose, but as a criticism of 
trade-union policy and practice his conclusions must be accepted as 
the ex parte judgments of a biased observer. The book is interesting 
and informational, but the reader must take the facts at his own 
valuation, rather than accept the author’s interpretation of them. 
For the impression grows upon one as he reads that the investigation 
was not a colorless seeking after truth, but an attempt to find facts 
which would bear out a theory already formed, and that the trade- 
unionist was really judged without notice and without a hearing. 

EpitH ABBOTT. 

Tue University oF CHrcaco. 


The Second General Report and The Twentieth Annual Report of 
the New York Department of Labor. By Joun McMacxin, 
Commissioner. Albany: The Argus Co., 1904. 2 vols., 
8vo, pp. viii + 1172 and 877. 

This second report of the New York Department of Labor, 
which was created under an act of 1901 by the consolidation of 
several independent departments having to do with industrial con- 
ditions, contains some justification for the consolidation on the 
ground of economy of administration. The number of employees 
in the various bureaus under the present arrangement has been 
reduced one-fourth, and a corresponding reduction has been made in 
expenditures. The fifty-page review of the work of the bureaus for 
the year is another obvious gain. The binding together of the inde- 
pendent reports of the commissioner, the Free Employment Bureau, 
the Bureau of Factory Inspection, and that of the Bureau of Media- 
tion and Arbitration, in a single volume, is a doubtful gain. 

The Free Employment Bureau in its seventh year had 5,903 
applications for work and 4,106 applications for help, and it secured 
positions for 3,662 persons. It has not displaced the private “ em- 


ployment agencies” nor eliminated their vicious practices. The 
report is pervaded by a tone of hopefulness for the bureau’s increased 
future service. 




















BOOK REVIEWS 133 


The report of the Board of Mediation and Arbitration for its 
sixteenth year lacks that tone of faith in the state-board plan of 
settling industrial disputes which usually characterizes such reports. 
The reason is clear from a survey of its recent activities. How many 
industrial disputes there were in the state during the year does not 
appear ; but 142 of them “came under the notice” of the board, and 
32 received “ particular attention” of some member of it. In but 6 
of these cases did a request come from either party for mediation, 
and in but one case was there a joint request from the parties con- 
cerned. The board points to the practice, being adopted in some 
cities, of inserting in franchises granted, especially those granted to 
traction companies, a requirement that questions in dispute with 
employees be submitted to arbitration, as a promising device for pre- 
venting disturbances to business and a proper way of increasing the 
usefulness of state boards of arbitration. Another hopeful sign of 
peace it finds in the growing practice of making “ trade agreements.” 
The necessity for its own continued existence is to be found in the 
services it proposes hereafter to render, “to the full extent of its 
authority,” by investigating and making public the reasons for all 
disputes that involve large public interests. 

The report of the Bureau of Factory Inspection (602 pages) and 
the report of the Bureau of Labor Statistics (which occupies the 
1,172 pages of Volume III) have chiefly to do with “home indus- 
tries” and the “ sweating system.” 

Most of the reports have a large amount of excellent matter in 
the form of reprints from other reports. 


G. O. Virtue. 


Fifty Years of Progress and the New Fiscal Policy. By Lorp 
Brassey. London: Longmans, Green & Co., 1904. 8vo, 
pp. 109. 

Fiscal Facts and Fictions: A Strictly Commercial View of the 
Tariff Problem. By Freprertck G. SHaw. London: 
Bailliere, Tindall & Cox, 1904. 8vo, pp. viii + 240. 

La politique protectionniste en Angleterre: Un nouveau danger 
pour la France. By Grorces BLonpEL. Paris: Victor 
Lecoffre, 1904. 8vo, pp. xv + 161. 

The first-named book deals very briefly with a variety of subjects 

—duties on food, retaliation, free trade, fiscal union of the empire, 
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etc. It consists mainly of short compilations from blue books and 
leaflets, as well as citations from the speeches of the author and from 
many English statesmen. The author’s position is the one taken by 
so many English writers. He assumes the premise that any deviation 
from free-trade principles is all wrong. Thus in his closing sentences 
of the book he says that 

if unjustly treated by any nation, we shall be in full accord with free-trade 
principles in looking to our own interests, and adopting such measures as may 
from time to time seem best. To return to protection would be disastrous. 
. . « » The issues which Mr. Chamberlain has raised are of momentous import. 
They should be examined by capable and impartial men. The able officials in 
high posts in the public service should be consulted. Their advice is the more 
valuable because they have the knowledge of experts and are disinterested. 
Guided by such advice the British people, with unfailing common-sense, will 
come to a wise decision. They will find other and better means than the 
obstruction of trade for maintaining the noblest empire which the world has 
seen. 


The book is not very satisfying. The whole gist of it is that Great 
Britain has had fifty years of prosperity, which has been due pri- 
marily to free trade, and that any change from this principle would 
be a step in the wrong direction. 


Shaw’s book on Fiscal Facts and Fictions is written for the pur- 
pose of disapproving the existing fiscal system of Great Britain. 
The author is an extreme protectionist and writes in such a biased 
way as to make his book of little scientific value. His central idea is 
that England is doing a bad business because the value of her imports 
is largely in excess of the value of her exports. “If we were doing 
a prosperous trade, we should,” he tells us, “ be selling more than we 
buy, as we are doing with Australia, and as America is doing with 
other nations of the earth.” Our troubles are due to free trade. 
Referring to the Iron Chancellor’s advice to the Germans to change 
to protection, the author says that “as Germany has prospered by 
acting on the advice of Bismarck, so will England prosper if she, too, 
alters her present suicidal policy, and retains her home markets for 
her own people.’ He spends much time in criticising the estimates 
of various authorities regarding the “invisible exports,” “interest 


due,” and “services rendered;” and although he shows that such 
estimates are difficult to calculate correctly, he does not demonstrate 
that they are not of great value. He ridicules various propositions 
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advanced by free-traders for the purpose of bettering the industrial 
and commercial conditions of England. Here is an example of his 
attitude: 

We are told we want greater technical education — Bosh! What we want 
is a little misfortune to teach us common-sense. What we want is cuteness. 
We have a darned sight too much of the so-called education. We want to be 
taught how to conduct our business in life and how to protect our interests, 
and not to be educated above our calling. 


La politique protectionniste en Angleterre reproduces so we 
are told by the author, the essential facts of several lectures 
delivered before various societies in France and Belgium. Chapters 
are devoted to such subjects as the “Economic Evolution of the 
English People,” “The Actual Situation in Great Britain,” “The 
Plan of Chamberlain,” and “ The Dangers to Which a Change in the 
Economic Policy of England Will Expose France and Other Coun- 
tries.” The book is popular in style and not the result of much 
research. It is apparently written primarily for the purpose of show- 
ing the danger to France of a return to protection in England. This 
being its main purpose, the strength of the movement is rather 
overstated. Thus, the writer asks: 

Will the change in the commercial policy of England be advantageous to 
her? I think not. But as I am convinced that it will inevitably take place, I 
think it a duty, and an urgent duty, for European nations to ask what will be 
the consequences. 


Of course, the author is particularly interested in the danger to 
France, not only because it is his native country, but also because 
France has benefited more than other countries by free access to 
British markets — selling England double the amount bought of her. 
Believing protection in England inevitable, his conclusion is a plea 
for better industrial organization and education in France. In his 
final sentence the author says: 

Commercial supremacy does not depend upon the hazards of a war or the 
advent of a man of genius. It is a collective work which calls for energy on 
the part of the whole nation. It comes as a result of persistent efforts and 
numerous sacrifices. In commercial and industrial matters the foremost 
places rest with those who not only obtain them, but know also how to defend 
them and continue to merit them. 

GeorGeE Mycatrt Fisk. 
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An Inquiry into the Nature and Causes of the Wealth of Nations. 
By Apam Situ. Edited, with an Introduction, Notes, 
Marginal Summary, and an enlarged Index, by Epwin 
CaNNAN. New York: G. P. Putnam’s Sons, 1904. 8vo, 
2 vols., pp. xlviii + 462 and vi + 506. 


This new edition of the Wealth of Nations is as excellent as the 
editor’s name would lead one to expect. Marks of extreme care as 
well as of full and critical knowledge are visible on every page. The 
editor’s notes are of great value even to students who are not greatly 
interested in the niceties of textual criticism. In a great measure 
they serve as cross-references, and serve also to keep in mind and 
define Adam Smith’s characteristic inconsistencies and limitations. 

The text is that of the fifth edition which has been followed in all 
details, even including variations of spelling and the use of capitals. 
The editor’s Introduction once more runs over the ground which he 
has covered in his earlier discussions of Adam Smith’s life and writ- 
ings. It sets forth, in Mr. Cannan’s usual lucid manner, the sequence 
of change and growth which his study of Adam Smith and his times 
and contemporaries has disclosed, showing the line of derivation of 
the various articles of doctrine and the influences under which they 
came to take the form and proportions which they have in the finished 
work. Adam Smith’s relation to the Economistes and the degree of 
his indebtedness to them is treated in a more definitive manner here 
than has been done in Mr. Cannan’s previous discussions of that 
topic. The extent to which Adam Smith leans on Hutcheson is also 
made more of than before, and the details of this relationship are 
brought out very effectively. It may be added that in point of work- 
manship and mechanical form the two volumes are highly creditable 
to the printer as well as serviceable to the reader. 


Adam Smith. By Francis W. Hirst. (“English Men of 
Letters” series.) New York: The Macmillan Co., 1904. 
I2mo, pp. viii + 240. 

Mr. Hirst adds another volume to the biographies of Adam 
Smith, but as would be expected under the circumstances, he adds 
little that is new either of information or criticism. Still the volume 
should find a welcome. It is well written, graceful and entertaining, 
and with an intelligent appreciation of Adam Smith’s traits of char- 
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acter as well as of the traits of style, method, scope and insight that 
have made the Wealth of Nations a masterpiece of the science and of 
English literature. The most attractive portions of the book are 
those that turn about Adam Smith’s intimate life and his contact 
with men and affairs. 


The Case for Municipal Drink Trade. By Epwarp R. PEAsE. 
London: P. S. King & Son, 1904. 8vo, pp. viii +- 166. 


The argument for the municipalization of the liquor traffic is 
here set forth as follows: The system of licensing does not stand 
the tests of efficiency, consequently some drastic reform is called for; 
high license is incomplete and politically impracticable; local veto 
is wrong in principle and likely to be futile in practice; municipaliza- 
tion is the only other method suggested. 

The author attempts to show that this latter plan 
fully meets all the tests of efficiency which we apply, that its immediate and 
obvious advantages are great, and its political prospects bright, while its 
dangers and difficulties are only such as are inevitable in any drastic recon- 
struction of an institution so closely bound up with everyday life, and so 
intimately connected with two almost universal passions, the desire for wealth 
and for stimulants, as is the drink trade. I. W. HowertH. 


Municipalizzazione dei publici servigi. By G. MoNTEMARTINI. 
Milano: Societa Editrice Libraria, 1902. Pp. xii + 456. 
Lire 10. 


This is an exhaustive treatise on municipalization, manifesting 
profound thought and a thorough acquaintance with the literature of 
the subject. In the several parts of the book the author expounds 
an economic, a political, and a financial theory of public services. 
The laws of the development of the phenomenon of municipalization 
are traced and the conditions defined in which the phenomenon is 
manifested. Recognizing the complexity, the contemporaneity, and 
the interaction of these conditions, the author, for convenience of 
analysis, considers them successively and separately from the differ- 
ent points of view already suggested. Facts and figures with refer- 
ence to the experience in municipalization of cities in all the leading 
countries are presented. The book, however, is not a mere com- 
pendium, but a well-organized study of principles. It is a timely 
book, the usefulness of which should be extended by an English 
translation. I. W. H. 











138 JOURNAL OF POLITICAL ECONOMY 


The Distribution of Wealth, By THomas Nixon Carver. New 
York: The Macmillan Co., 1904. 8vo, pp. vii + 290. 


It will not be necessary for the reader of Professor Carver’s 
treatise to agree with all, or indeed with many, of the positions taken 
in order to appreciate the power and significance of the work. In 
the present condition of the value-and-distribution problem, it is 
hardly to be expected that any treatment should forthwith and fully 
carry conviction. Professor Carver has earned high praise in that he 
has, with perfect clearness, defined precisely his point of view, sys- 
tematically presented his doctrinal position, and carried it out with 
consistent argument. Too much can hardly be said in commendation 
of the book for its clarity and simplicity of style, its skill and 
effectiveness of statement, and its logical and attractive arrangement 
of material. That it offers much matter on which issue can be taken, 
much that may arouse controversy, is, for present-day purposes, 
rather to be counted as a merit than as occasion for unfavorable 
criticism. 

In a case of this sort it is possible that the reviewer should con- 
fine himself to the function of reporting and summarizing. Never- 
theless, it seems worth while to express forthwith the conviction that 
Professor Carver’s theoretical position is untenable, for the reason 
that he attempts to make of value and distribution two distinct prob- 
lems. This method of procedure is foredoomed to failure; since that 
which is cost to the entrepreneur is income to its recipient, there is no 
keeping of the two problems separate. In reality they are not two 
problems, but one; it is not even true that one is a corollary of the 
other ; one is the other. Given the value of the factors of production, 
it is no doubt easy enough to arrive at the value of finished products ; 
or, given the value of the products, it is not overdifficult to explain 
the value of the distributive shares, the costs. That is, value may be 
explained by costs or costs by value; but either the explanation is 
circular or it lacks even the seeming of an explanation ; at the best its 
premises must be derived from its conclusions; value must find its 
explanation independently of the costs, or costs must still stand 
waiting their explanation. The classical writers took the costs as 
practically ultimate and irreducible facts, or, where the need of 
something further seemed peculiarly pressing, appealed to pains and 
abstinence and birth-rates as somehow, more or less inscrutably, 
serving as market-value determinants ; land values, however, having 
no very evident cost-cause, were not admitted to function as value- 
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causes — as cost items, but remained outside as mere results of value 
—distributive shares pure and simple. The later thought inclines, 
without obviously better justification, to move in the reverse direc- 
tion, explaining costs by values. 

What is the causal sequence as conceived by Professor Carver? 
As it seems to this writer, the relation between values and distribu- 
tive shares is traced out by Professor Carver as follows: 

The value of the agent is determined by the value of the product. 
But what determines the value of the product? The relative want. 
And what determines the relative want? The relative supply. And 
what determines the relative supply? The cost of production. And 
what determines the cost of production? The value of the agents 
employed. And what determines the value of the agents? The 
value of the product; etc., etc. 

But there is here, in the very necessities of the case, so grave 
danger of misinterpretation that it will be best, so far as it is possible, 
to present the author’s views in his own words; and even so, it can 
hardly be assumed that all danger of injustice is avoided. 

What determines the value of the agent? 

The value of the product: “The interest of capital, the rent of 
land, as well as the wages of labor, come out of the total value of the 
product.” 

And what determines the value of the product? 

The relative want: “The amount of value .... in an article 
depends upon how much it is wanted in comparison with other 
things” (pp. 6, 134). 

And what determines the relative want? 

The relative supply: “If there is only a small supply, it will go 
to those who want it most in comparison with other things, that is, 
to those who are willing to give the largest number of other things 
for it” (p. 17). 

And what determines the relative supply? 

The [relative] cost of production. 

No part of the supply could long be maintained if it cost more than it was 
worth. Consequently, the most expensive part of the supply cannot, in the 
long run, cost more than the price which it brings (p. 35). Value cannot be 
permanently much above or below the cost of production (p. 31). The price 
is fixed by the most expensive part of the market supply (p. 49). If... . the 
cost .... is so great as to more than balance the advantages that could be 
derived from it, no one would care to undertake it (p. 9). [The advantages 
to be derived are, it may safely be assumed, what it would sell for.]} 
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What is the significance of cost? 


Cost of production affects value only when, and so far as, it affects supply. 
.... Labor gets goods into usable form. But the same goods would have 
the same value if they rained from the sky .... provided that they were 
equally scarce (p. 32). 


And what is cost? 

[Here are found two answers between which, as not quite con- 
sistent, a choice must, seeming, be made: (1) effort (pain?) cost; 
(2) displacement (opportunity-value) cost. ] 


1. The amount of effort which is necessary to produce a given quantity, say 
a pound, of one commodity may be widely different from that which is neces- 
sary to produce the same quantity of another..... Speaking generally, an 
article must have value enough to persuade men to make whatever effort is 
necessary to its production, or it will not be produced..... If its value 
should rise, etc.? . . . . If it should for any reason fall below its cost of pro- 
duction, men would stop, etc... .. The general result is . .. . that its value 
bears a fairly close relation to the cost of producing it (p. 31). 

2. Any particular acre of land, like any other factor in production, is 
valued only for what it will add to one’s income; that is, for what it will 
yield over and above the cost of using it. But the cost of using it resolves 
itself into the amount which the labor and capital used in its production could 
produce elsewhere (p. 187). 

If there are many and excellent opportunities for the employment of one’s 
labor and capital, and their earnings consequently large, much will be sacrificed 
in withdrawing them from those other possible openings, and only the surplus 
above this large amount can count as the earnings of the land, or as the 
addition to one’s income which comes to one through the use of the land. 
.... If a certain individual, with a given amount of labor and capital at his 
disposal, can earn $1,000 a year by working for other people ... . a piece of 
land upon which he with his capital could produce a total crop worth only 
$1,000 would be worth nothing to him, but one upon which he could produce a 
crop worth $1,200 would be worth approximately $200 a year (p. 188). 


What determines the value of the labor and capital, etc., in these 
alternative uses? The marginal contribution of each respective agent 
to the value of the product: 

The marginal productivity of labor of any class determines the rate of 
wages of that class (p. 181). 

A rate of wages will be paid which will be approximately equal to the 
marginal product of labor... . . This is the amount . . . . which he adds to 
the product of the other two, and it now becomes the marginal product of 
labor (p. 154, 155). 
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Find out how much can be produced without any particular tool or 
machine, and then how much can be produced with it, and in the difference 
you have the measure of its productiveness (p. 216). 

But what determines the value of the product out of which, and 
by virtue of which, the share of the contributing factor is fixed? 
The relative want; and this by the supply; and this by the cost; 
etc., etc. 

Once again recognizing fully the danger of misinterpretation and 
of injustice in this method of exposition by excerpts, it is again to be 
said that, as this reviewer understands the argument, the foregoing 
is a correct summary of it. But to insist that the charge of circuity 
holds against it is merely a restatement of the criticism to be directed 
against most or all formulations thus far made of the theory of dis- 
tribution — a vice necessarily inherent, as this writer believes, in any 
attempt to treat distribution as something other than an integral part 
of the value-problem. 

It should be forthwith added that upon the supply side Professor 
Carver emphasizes the population law as having to do with wage 
levels, through the effect of standards of living upon the labor supply ; 
and presents the abstinence limitation as bearing in parallel manner 
upon the supply, and thereby upon the remuneration of capital. But 
evidently these considerations, while of unquestionable validity for 
their purposes, cannot, for wages, in the sense of absolute sums of 
payment, stand as determinants, but only as influences bearing upon 
the relative supplies of the different productive factors, and thereby 
upon the relative share of the total product received by each. The 
supply of labor affects the wages of labor only as it affects the total 
product of society, and the terms of the distribution of that product. 
As Professor Carver has shown with admirable clearness and con- 
clusiveness increasing population affects wages only as under the 
environmental conditions, it brings about a relatively diminishing 
return to society in product, and a relatively smaller distributive 
share to the increasing factor, labor. But it must be also true that if 
capital through saving, and land through developing transportation 
or otherwise, were increasing equally rapidly with labor, the wage 
level would suffer neither by diminishing total product nor by a 
smaller distributive fraction. 

Such limitations as are effective upon population have therefore 
only an indirect and relatively unimportant bearing upon wage 
levels ; the principle of marginal productivity stands — for better or 
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worse — where it stood before, but under such changed conditions of 
labor volume relatively to other factors as the entire range of changes 
presents. 

A like statement holds for the bearing of abstinence upon interest 
rates; these are affected by changes in supply only to the extent that 
the change in the volume of capital affects the total output, and value 
of capital products and thereby the share out of the total social 
dividend imputed to capital by title of its marginal productivity. 
This principle also finds its explanation under the two laws of 
diminishing total return in product and diminishing value return as 
distributive share. The bearing of supply changes in cases of this 
sort is in great danger of being confused in working and in impor- 
tance with the bearing of supply changes upon the value of consum- 
able goods. 

But it remains to query whether, and in what degree if at all, 
this whole doctrine of marginal-value-productivity imputation can 
make claim to acceptance as the central truth, or as any truth, in the 
theory of distribution. 

This law is that a given unit of labor of any kind is valued in industry 
according to the amount [value] which it can add to the total product of 
industry, or the amount which can be produced with this unit over and above 
what can be produced without it. 

The marginal productivity of labor of any class determines the rate of 
wages of that class (p. 181). 

In any industrial establishment, it is most profitable to use that amount 
of each factor which will make its marginal product just equal to its cost. 


But now, in view of the fact that the added quantity of value 
product is a different quantity with different entrepreneurs, is it 
really possible to determine how much of the value is due to the 
particular productive agent under consideration? Different men 
derive different measures of additional product from precisely similar 
productive agents; the market value cannot, then, possibly coincide 
with more than one of these various results in product. Men are 
different. And is it clear that the added product is not indivisibly 
joint, rather than due entirely or in any ascertainable fraction to 
either one? Even the lowest bidder may have purchased or hired at 
less than his maximum possible offer; that is, the market price have 
left quasi-rents of entrepreneurship to all entrepreneurs. 

And especially is this true for productive agents not in stocks; 
the successful bidder pays not all he might, but all that the next 
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strongest competitor forces him to pay. That is to say, the remunera- 
tion of the agent is not to be conceived as the equivalent of its con- 
tribution toward value-creation, but is merely the market value of this 
contribution ; the divergence may be a very considerable one, and is 
always theoretically existent. Men differ. 

But even were it true that the remuneration always corresponded 
with the maximum offer of some competing bidder, this would fall 
far short of establishing the equivalence between remuneration and 
value contribution. The Austrians—and especially Wieser — have 
made this clear: The factors A, B, and C, which separately will 
produce 40, 30, and 20 respectively, will, in co-operation, produce 
more than the sum of 40, 30, and 20; it is because of this that they are 
put together; together they have, say, a product of 100. Remove 
A, and the product falls to 50; A appears therefore, by this sub- 
traction method, to produce 50. But remove B and the product falls 
to 60, imputing, under the assumed rule, 40 to B. Remove C and the 
product falls to 70, C thus appearing to account for 30 of product. 
But 50, 40, and 30 are more than the whole joint product ; the method 
will not work. 

It is wrong in principle; a simple illustration of it is found in the 
case of the pair of gloves worth, say, one dollar. By this subtraction 
method either glove has imputed to it the value of the pair, and the 
pair thereby becomes worth, not one dollar, but two. 


The truth seems to be that men bid for instruments of production | 


to go with their own labor or to supplement an existing stock, because 
with the new factor the old become more productive; but there is no 
occasion for ascribing the total of this joint and co-operative increase 
either to the old or the new factors. Market values for productive 
contributions can, indeed, be worked out of situations of this sort 
—the market is doing it daily and hourly — but never any measure 


or purported expression of a pig = 

And even at some isolated margin —of the sort worked out by 
Clark —there is never really an isolation; for the entrepreneur is 
there. That part of the productiveness must be ascribed to him is 
evident from the fact that if he were not there to bid for the agent 
and to use it, it would fall, at a lower price, to a less efficient bidder, 
with a lower productiveness. To the extent at least of this difference 
entrepreneur productivity must be present. 

Something might be said of the author’s treatment of the law of 
diminishing returns, which is made the central feature of the theory 


L 
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of distribution. On the whole, the discussion is most ingenious and 
most illuminating, though confusion is occasionally caused through 
failure to distinguish weight-and-tale productivity from value pro- 
ductivity, and again, through the seeming addition of labor, as a time 
quantity, to capital as concrete instrument, and these together, as 
some sort of a unit, to land as area, the sum of all these being, in 
turn, subjected to comparison in point of increase with the increase 
in their joint concrete product. 

Professor Carver pronounces strongly in favor of preserving the 
distinction between land and capital both for static and for dynamic 
purposes ; he sees, indeed, as bearing upon the relations of land and 
capital to cost, no significance in the distinction between static and 
dynamic. But whether in the long or in the short run, he would trace 
the remuneration of land to the same underlying basis of productivity 
as is posited for labor and land; and he finds no difficulty in holding 
that the relations of rent to cost differ radically from those of wages 
and interest. 

There is, however, a sense in which wages do enter into the price of 
products and in which rent does not. Laborers have to be persuaded to work 
by some offer of advantage to themselves, and land does not. It is true that 
landlords may have to be persuaded, but there would be land if there were no 
landowners, whereas there would be no labor if there were no laborers (pp. 
206, 207). 

It is not necessary that anyone should receive rent in order that there may 
be land, and rent is not therefore necessary in order that there should be 
production. Rent is wholly a result of production, and not a cause also, 
whereas wages are a cause as well as a result Therefore rent is not as 
wages are, a necessary share in the cost of production (p. 209). 

If only pure economic rent were taken, leaving untouched all that could be 
attributed to labor, foresight, or enterprise, it would not affect production at 

This is, after all, the most important reason for distinguishing rent 
from other forms of income (p. 209). 


H. J. DAvENpPorT. 








